








DATE LABEL 



J. & K. UNIVERSITY LIBRARY 


Tins book should be returned on or before the last stamped above. 

n overdue charges of 6 nP. will be levied for each day. The book is 
kept beyond that day. 






































































WISCONSIN 


































\ I 







FUNDAMENTALS 



o/ 


CONSUMER 



By 

V. S. ALANNE 









§ 



FIFTY CENTS 




PUBLISHED BY 

COOPERATIVE PUBLISHING ASSOCIATION 

SUPERIOR, WISCONSIN 


v 




































r 








Copyright 1946 

Cooperative Publishing Association 
Superior, Wisconsin 


























This eighth edition of the “Fundamentals” became neces¬ 
sary as the seventh edition, of which 10,000 copies were 
printed in January 1941 , was sold out several months ago 

and sold ’ C ° PieS ° f the b °° klet have been so f ar printed 

In the present edition a number of changes and revisions 
ave again been made. At the suggestion of Professor Emory 

added® The'tit , 1 / ,f ngeles - C ’ allfOT ™. a new chapter was 
added The title of this new chapter (Chapter XIII) is “Co 

operative Relationships.” Also at the suggestion of Mr Bo' 

Chatters III P lnd TvT ““ f f ? nth edition (BHe£ Su mmary of 
apters III and IV) was left out. Chapter VI in the seventh 

e i ion (Organization and Administration of Consumer Co 

operatives) has been split into two separate chapter'sTf whfct 

Uve aP ” e L V d rf g ! Ven ‘ h , e ‘ i,ie ' “^an.z.ng Consumer Coopera 

Adm'inistoUon 1 ”Xn^ha^r*" 1 *^ °' C °° Per ‘ Uve 

"Social Philosophy of Consumer Cooperatfon TheT “ tle - 
Chapter XIII (Miscellany) has in the new ,.H i tormer 

Chapter XIV. and has received a new tftle Apprlisal ofCoT 
sumer Cooperation.” ’ ^PP 1 ^ 31831 of Con- 

A gotd dealtTnew material"as ^^ edition ' 

Chapter IV, while in some other'chapters' ai Par ‘' c . u 1 ^ r '> tu 
been left out. b . s certain .material has 

In addition to the acknowledgments mad'#, in 1 • 

editions, I wish to express my thanks to Mr pi j Previous 

timely and valuable suggestions, and to 't** 

furnishing me with im-tn-rw^ c 10 ' K ' ^' r(? ws for 

growth and the present strength SL 'f° S concernin e the further 
Great Britain. I owe thanks alsfim ^? ^" 1Cr coc, P era t‘on in 

for looking over part of thi n Ja ^ H «no an d Ed. Whitney 
gestions for improvement ma ‘ erial and makl ^ sug 

Superior, Wisconsin, October 3 . 1946 . 


V. S. Alanne. 
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CHAPTER I 

Origin of Consumer Cooperation 

Consumer Cooperation as a distinct movement, conscious of 
sociai aims, started in England toward the middle of the nineteenth 
century. Its birth is generally traced back to the organizing, in 1844 

was the°flrst t e S0Ciety 0f Equitable Pi ° neers - This J» because theirs 
was the first true consumer cooperative that advocated a definite 

enterprise Cy ^ “* ** Same time beCame ^^cessful as a business 

nrnfiT he f I !n Ch u ala Pioneers installed the system of returning the 
P s of the business to the members on the basis of their natron 
age which future probably to a greater degree than any hingX' 

“ e p d i°n makinS the « ochdale society famous. From the very 

oneers were able to make their enterprise a financial 

success while practically all of the earlier efforts in Great BHtafn 
in consumer cooperation had failed. Britain 

the R^chda 1 e S pfoneers 3 “That U ^ ^ tHG n ° W famous P r °gram of 
3 MTS ‘g°ov~ = ° 3fS ~ sass 

their constitutfon and by-laws. " W3S incor P° rated in 

PionJers htd Wowlf frTm^lf *° me COl ° ny ” the Roch dale 

reformer whom Beatrice Pottef “n^her book ^Thfc‘ 

Movement in Great Britain” r>oii Z t>ook, The Cooperative 

Movement.” Owen advocated the establishment °^ f the Cooperative 
communistic colonies as a solution to the soSaf problem^ ! .' SUPPOrting 


THE OWENITE MOVEMENT 


and im p^c^ca l' we Tan d°hl I' d f W ^ mUCh that Was Uto Pian 

ment of rather short duration whTch ^tef '* a move- 

consumer cooperation This “nw»r,H aS ‘ h6 forerunn er of modern 

anthropic in its nature may be stirin^r 4 ”’ \ argely phi >- 

about 1820 to about 1840. Durina thi* J have lasted from 
tive societies were established inEngland coopera - 

the propagation of Cooperation ” nn H ’ eague wa s formed “for 

”zts. r*' r - 
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of these congresses (Birmingham, 1831) it was even decided to 
establish a cooperative wholesale. However, an actual attempt to 
start such a wholesale at Liverpool turned out to be a failure. 

By 1840 there was little left of the Owenite movement. Practi¬ 
cally all of the cooperative societies which were started during this 
period were short-lived. The whole movement, which at one time 
looked quite vigorous, collapsed—chiefly because of its philanthropic 
nature. The Owenite societies were “created out of a feeling of 

pity, because of a desire to relieve the misery of the working 
classes.” 

Ben Jones, one of the veterans of the British cooperative move¬ 
ment strikingly describes the influence of Robert Owen on the early 
cooperative movement of Great Britain. Owen’s efforts, he says, 
“ended in something like the explosion of a meteorite, scattering 
OVel . country a myriad of particles, of which thousands retained 
sufficient vitality to achieve combination again under the stimulus 
of Holyoake’s propaganda in the Daily News and the devoted coach¬ 
ing of that most splendid of the Pioneers, William Cooper.” 


DR. KING AND “THE COOPERATOR” 


Dr. William King, a physician at Brighton. North England, ren¬ 
dered invaluable service to the consumers’ movement by publishing, 
from 1828 to 1830, a little magazine called “The Co-operator.” In 
this periodical he formulated a philosophy of consumer cooperation 
and pointed out methods necessary for the success of cooperative 
enterprises. Dr. King’s philosophy was largely free of the philan¬ 
thropic features of Owen’s teachings. He. if anyone, really deserves 
to be designated as “the Father of British Cooperation.” 

More than a hundred years ago Dr. King wrote in his little 


magazine: “Cooperation means, literally, working together. Union is 
strength in all cases, and without exception. What one man cannot 
do, two may. What is impossible for a few, is easy for many. But 
before many can work they must join hand in hand; they must know 
their objective and feel a common tie. 

“At present, in working for others, we get for ourselves only a 
small part. If in any way we could work for ourselves, we could 
gel the whole. As we have no capital, we are obliged to find a master 
1o give us employment, and we must work for common wages. 

“If is capital we want. Union and saving will accumulate it. We 
must, form ourselves into a Society for this especial purpose . . . 
This capital may be employed in any way the Society may think 
most advisable.” 


THE INDUSTRIAL REVOLUTION AND ITS CONSEQUENCES 

To understand tin' economic and social background of con¬ 
sumer cooperation, we must keep in mind that England is the 
country in which modern capitalism first began to develop. Toward 
fhr end of the 18th century England had already entered into the 
second distinct phase of capitalistic development, that of Industrial 
( apitalism (the first phase being Commercial Capitalism). 
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The inventions of a steam engine, a spinning “Jenny,” a power 
loom, etc. were revolutionizing industry in England toward the 
end of the 18th century. And with the revolutionized industry came 
also revolutionized conditions among the people engaged in industry. 

In such a basic and important industry as the textile industry 
the actual producers, as a result of this industrial revolution, lost 
entirely the control of their working tools which developed into 
complicated machines that came to be owned and controlled by the 
factory owners, the manufacturers. From skilled, more or less 
independent artisans these producers were transformed into wage- 
workers, mere mechanical operators of machines which they them¬ 
selves did not own. The same thoro-going change gradually took 
place in one industry after another. 

Thus, as a result of this industrial revolution, there arose 
in England a new class of people, unknown theretofore in the history 
of mankind—the industrial proletariat. Their labor power became 
a commodity, salable in the open markets just as any other article 
If these wage-earners did not succeed in selling their labor power 
it meant misery and starvation for them and their families. Condi¬ 
tions in many of the industrial towns of England became intolerable. 


THE CHARTIST MOVEMENT 

The industrial workers soon realized that their only hope of 
salvation lay in organization. They began to organize as producers 
forming rade unions, and engaging in strikes which often led to 
Molent clashes with the employers. They also began to organize 
polihcally, and in the fourth and fifth decades of the 19th century 
En land witnessed a powerful and spectacular political movement 
f th ^. eW lndustrlal proletariat—the Chartist Movement 

•'WoSiLmen'?! move ™ en }, ori e inated in 1836, in which year the 

Association was established in London to advocate 

s or the workers and at the same time other political and social 

t r heT S m ! intereSt ° f the workin g P^Ple. In the following year 

iamoni OC ',d',nmH n conjunction with some radical members of Par- 

ChZ’”f! v,?™" Program known as the “People’s 

its name Thi" 11 ^ * C ° Chartist movement or Chartism derived 
Its name This program comprised the following six demands- fn 

sTcretTa 1 ^.loT^annu ?",“!? (bU ‘ " 0t f ° r “ingby 

districte^'(5) cmripensation^for'members^/parliament^t 1 ^) 

of propertv aualifiWi^o ; , , ot ^ arlia ment, (6) abolition 

Despit'e^ the fart t tl piar ‘ 1 f mentar y and municipal elections, 

failed to alhleve fts pur ‘ e if M ° Vement whi >o « lasted 

early historv nf th P P^ a > e d an important part in the 

Of the nineteenth cenlury'‘ nlarly'“theTefo ' An<J , bef ° re ‘ he 6nd 
Chartists had been carried out. reforms advocated by the 

consumers' The rea^izatiorf 1 f ^ rkers also learned to organize as 
meis. ine realization of the necessity of this kind • 

tion came strong to thpm +v , - y „ s Klncl ot organiza- 

Which was a nighty Z 
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certain fundamental political rights. It came also after the workers 
, , e ^ rn f d that a strike was a two-edged weapon which at times 

it was^vvielded WlelderS jUSl 3S mUCh 3S H hurt th ° Se against whom 


ROCHDALE IN EIGHTEEN FORTIES 

Rochda le is in the heart of the Lancashire textile area. Nowhere 

cotton B mn? condlUons worse than in the early Lancashire 

woln ^ T, fa w f e as lon « as the wages were short. Men. 

n£ht ? children worked from six in the morning to eight at 
night for an equivalent of 25 cents or less a day. 

T 3 ^° 1 | nethin § had to be done to relieve this situation. So the 
Rochdale weavers, supported by other workers in town, began to 

ber TR44 Tif 5 3nd to Plan for a coo P era tive store. In Decem¬ 

ber 1844, they finally were ready to open their business. It was a 

small beginning but it started the ball rolling, and from that time 

° n ™ d * rn consumer cooperation continued to grow and expand 

until today it has become a world-wide movement of vast economic 
and social importance. 

Men like William Cooper and Charles Howarth who were the 
moving spirits in organizing the Rochdale society were Socialists, 
and se veral of the Pioneers had been active in the Chartist move- 
men . The failure of the Chartist Movement undoubtedly caused the 
eaders of the Rochdale Pioneers to realize that the workers had to 
unite and organize their economic power first before they could hope 
to gain political power. These leaders had learned the lesson that 
e workers had to organize not only as producers (into trade 
umons) but also as consumers (into cooperative organizations) if 
they ever wanted to become emancipated from the wage slavery of 
CapitaHsm and escape its miseries. Perhaps the practical trend of 
the English mind had something to do with this turn of affairs. 


REASONS FOR THE SUCCESS OF THE ROCHDALE SOCIETY 

The success of the Rochdale k Society of Equitable Pioneers 
depended chiefly on the following factors: 

(1) The leaders of the Pioneers who started the Rochdale 

society had been trained in organized action, particularly through 

their participation in the political movement (Chartism) and in a 
strike. 

(2) They were imbued with a sacrificing cooperative spirit 
which helped them overcome initial difficulties. This spirit was due 
to a vision of a better society and a faith that it could be attained 
through the organized action of the working people. 

(3) The workers felt that this was their own movement and 

gave it their loyal support. (This had not been true of the earlier 
Owenite movement.) 

(4) The Pioneers were wise enough to put their trade on a 
strict cash basis. Extending credit had brought failure to many of 
the earlier cooperative ventures. 

(5) They also conceived the idea that the “profits” (the net 
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° f St ° re should returned, not to the shareholders 
1,1 ‘“f bas - s of the shar « °t stock held by each of them, but to the 
member-patrons on the basis of their patronage in the store 

. Bve fac, ors, together w ith careful management, com¬ 

bined m making the Rochdale store a success, both from the coopera- 
me and tne business point of view 

THE GROWTH OF THE COOPERATIVES 

ired W n h 7L“ e ROCh ^ le Soclet - v of Equitable Pioneers was organ- 
ired in the memorable year of 1844, 28 workingmen joined it as 

•/rhn» m ™ llKr f Ttu lr imtial share capital amounted to 28 pounds 

wre^TVasn"* a t bOUt * 140 - By 1860 th ^ membership had 

> .450 and the paid-in share capital to $188,550. 

c* ^' V I 9 * 2 ' alrno «t a centurj' after its establishment the Pioneers’ 

3 ^ a " y * arge and fi-ncia.ly strong organf- 

?« m’nr ^ 3 n 86 ' members and with net assets totaling nearly 

. mpl :^ n wa°s 500 1'T ^ n ° f ,hat > ear ,he ^ number of it's 

mployee was 509. of whom 110 worked in its production units 

The business volume of the Rochdale Society is still erowimr 
from vear to year Fm- iqio j. , * 51111 growing 

__ j|*j j I. ^ ’ Lr 1 ®^‘- -^sles were approximately 3 u 
million dollars, and for 1943 they were 4 million. 

For it* sales goal in 1944. when the Society rounded its first 

1m i dollars** it*" 6 milUon pounds sterling, equivalent to 4> .-5 mib 

By the end of 1943 The S^e^s net' “ etUaUy reached 

.bout S^oo.ooo; ,u share capita,, ioo.' had grown'm ^"op^mn *° 

formed the meager stock in la*?* * lht ‘ commod ‘ties which 
provisions for the f.milv tha hi a ! conlras,ed w 'th 'he full 

of th, town—with branches Center 

t>pen ?o all” ‘ reacti of all members and 

From little acorns mighty oak trees grow' 

«. as- 

star-e,I i„ the neighboring communities' Rv fav^h P m ° de WCre I 
<h * n * hUndred *•*- operation in England and ISS ^ ' 

FEDERATION 

tion—federation both for ctlrnmerr "!!V m ° Vemen 1 was federa- 
F^deration made two things rv>c*iKu f ° F education al purposes. 

<«> doing i „, 0 prolTucUon e^rl^r lnd in T eoo ^ a ‘ives: 

have been possible for most of the isnlat a arger s f ale than would 
'* Carr>mg on « f more efficient educat^ w^“ Ve S, ° reS 40 d ° : 
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to lofm^^holesale soXTv* in England couId combine 

to be removed end ety ° f theIr own . certain legal obstacles had 

laws passed the earl^F^r , aWS Passed ' In their effort to get such 
ancefrom a small hut • f , g IS ^- C ,° 0perators received valuable assist- 
class who We ! influential group of liberal men of the middle 

their avitat' u 1C kl ?° wn as chr * s tian Socialists. In 1852 and 1862 

of n;: 8 ^ tnafa nd by the E " glish ^foment 

thincrc nclustri al and Provident Acts” under which among other 

Christian SoZTt "' holesale societ y could be registered. The 
the ear!" 1° * t *" der * d in many other way. valuable service to 

/ears I X r movement, and some of them were for many 
years among the actual leaders of the movement 

tors The North Enrtand"^ ^ ^ the N ° rth England c°opera- 
Provident Societv” w Cooperative Wholesale Industrial and 

in November, 1863. In th^beginning^f the'fol!^ U " der the new act 

Of the existing cooperative stores of that time alto^thi^- 41 ; 
sTbmtv 6 ofth° j0i " th d- WholesaIe socie ty and to assume the respon- 

co b nt^efcoope“Ho e m lnSly imP ° rtant in the ^velopmenHf 

Later, in 1868, the cooperative storpc i n ^ 

their own wholesale, the Scottish Cooperative WholesaIe°!foeil7 d 

usually designated as S.C.W.S. wholesale Society, 

The Cooperative Union, the educational federation of the RHt 
is cooperative societies, was established in 1869 (first under a 
different name), and the first British Cooperative Congress of !he 
present series was held in London in that same year Ever since 
such national congresses have been held annually These congresses 

us a :a e UytTuen V da r nce arge ^ " early 2000 d ^ ga ‘~ 

An important step toward the unification of the British cooDer 

Engfish '“anTscottTh 8 T te . k *“ ta 1923 by the establishment of the 
specializes in ml 'It Cooperative Wholesale Society, Ltd. It 
■ . . " ^ ea> coffee, cocoa and chocolate trade and deals 

n C °Tn^qn ^ U ' Its sales in 1943 exceed ed $40,000,000. 

British t ? 36 Scott l sh CWS and the Swedish KF established the 

was oDenprU Cooperative Electric Lamp Society, Ltd. whose factory 
was opened (in Scotland) in 1939. 


CONCENTRATION AND MOMENTUM IN GROWTH 

Continuing concentration among the British consumer coopera- 
ives is indicated by the following statistical figures: 

n •+ • 1940 * he total number of cooperative societies in Great 
ri am was 1,065. In 1943 this total had been reduced to 1.057. 
ut at the same time the aggregate total individual membership in 
ynese societies had risen from 8,716,894 in 1940 to 9,082,218 in 1943. 
in 1940 there were 94 large societies, each with 20.000 or more 


ORIGIN OF CONSUMER COOPERATION 


11 


members; in 1943 the number of such large societies had risen to 
100, and they comprised 62V 2 % of the total aggregate membership 
of all British cooperatives. 

As a result of the war the total number of people employed 
by the British cooperatives dropped from 355,167 in 1940 to 323.043 
in 1943. Hardei to explain is the stagnation in the total business 
volume of the British cooperatives. In 1920 this was over 254 million 
pounds sterling (an equivalent of more than one billion dollars) 
Seventeen years later, in 1937, the corresponding figure was 3 mil¬ 
lion pounds less. However, in 1943 the sales figure had again risen. 

this time to 331 V 2 million pounds or more than 1 V 2 billion dollars 
—an all-time high. 

An interesting feature in the growth of the British cooperatives 
is that their total aggregate membership rose from three million 
to six million in fifteen years while it had taken them seventy years 
to reach the first three million. In the five years that followed the 
outbreak of the first World War in 1914 the total membership of 
the British cooperatives increased by one million. 








Aims and Objectives of Consumer 


Cooperation 


Society 


Cti*pu-T I quoted in part the program of the Rochdale 

* P ?° OWS 40 * fcich «>nie of the aims of consumer 
' ® utlmed - In ^ chapter we propose to give a 
013 anA,y * u ° r *** »«d objectives of consumer 


To fuem a cooper. Lite organization that i* to be encased in th» 
retail ditttnhution of certain commodities or services is the first step 

However, this is not an end in itlelf bu^ 
c«uo»er mocrativM Whl< [ h ^ luil and objectives of the 

coopt-rabies may be later attaint 





nearest objectiv 


ol^ ecti\ es eoftamers generally have in mind in 
Wfi cooperslives > be rnncnmm>«^ /^n 


2 

3 

4 

S. 

« 

? 


goods 





C 


At 


ctf 


by 


—-- *WU 

rrompt and courteous service. 

«ood« .t moderate or competitive price. 

^ * ***1 attractive buuneca place. 

^«ill weights measures 

ity ndarmsUuf) 

«nc t*ncj and economy in operations 
^thei ntia! savings as a result of efficient operation* 

T ^ 2** ^ - -d gen 

le«t to . certain eatent thu aim can be attarn^T thr . very start 

-- *«- «he W7 beginning of ^ * ■ df * tfit>uliv< 

bast brand* of merchandise obtainable in hJ^ 

dependable quality • ao V* »nd develop their owr 

annpaialiye pr o<h<ctlnt establishment* owned snrf ^ * .. 

““ “%lrol of quattlr may be atUi^Ht ^ COOlr ‘ >,led 

maU i rAi) > and ingredients ~htafnatil« ■ HP 

- ««. * 1* 1 1 MfwdWib the* processes 




Ol 



•Uy effective 
attained by t 




«»P«r.Uve, unt. 7 Xv h '.T e x 7 tU ^ ,y C " 
prodocbon as well d.stribulfo^ ^ 
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| | pc Tore consumer cooperative* can hope Ui control the retail 
wholesale and manufacture r»' prices of commodities in any country' 
they must acquire control of u substantial part of all the trade in 
that country And even then these prices will b< Mjbject, al hast to 
a certain extent, to marked fluctuations caused by international 
competition. Thi> last stage of control may be attained only after 
international cooperative trading and manufacturing has been ex 
tended so as to cover most of the countries of the world 

Whenever a cooperative business enterprise becomes well 
established in a community and gams a large p» rc« ntage of the 
patronage of its population, it can to a certain extent control local 
prices. It can lead similar businesses in the community arid within 
certain limits set the local prices. In such circumstances the cooper¬ 
ative may perhaps to its advantage adopt a policy of gradually 
coming down with the local retail price level thus creating aii 

effective economic inducement to the consumers to become its 

patrons. 

The British cooperatives have been criticized for striving for 
high patronage dividends, thus keeping the level of commodity 
prices high, and making it easier for competing profit •‘tores to 
continue in business. It has been held by these critics that if the 
British cooperatives had been satisfied with smaller patronage divi¬ 
dends and instead had practiced lower prices for commodities, they 

would have been able to conquer more ground from profit business 
than they have done so far 

However, experience has taught the cooperatives in every coun¬ 
try that it is not a wise policy for them to come down with their 
prie<-> t«»n near the actual cost level, as this might tend to weaken 
the financial position of the cooperative, preventing it from accumu¬ 
lating necessary and sufficient reserve funds, as well as funds for 
carr > ing on education in cooperation. 

It should be fully understood that prices are not (or at least 
should not be) the main consideration in a true cooperative The 
two essential things in a genuine consumer cooperative are demo¬ 
cratic control and efficient management If the business of a 
cooperative is efficiently and economically managed, and if its 
members, thru their trusted representatives (the board of directors / 
actuall> control its affairs and are able to supervise its managf-mcnl 
effectively, the prices charged for the goods by the cooperative 
become of secondary importance. Even if the price in some 
instances should happen to be a little higher than that charged by 
the competing profit merchant, there should be no reason for the 
members or patrons of the cooperative to be alarmed, as any' “over¬ 
charge’ will ultimately be found in the net savings shown at the 
end of each accounting period. These net savings are recognized as 
belonging to those who have made them possible by paying for the 
commodity a price that contains an element of profit The savings 
are either returned to them at the end of each fiscal year in the form 

of patronage refunds, or are used collectively for the common bene¬ 
fit of the association. 
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Elimination of Corrupt Practices. Unquestionably consumer 
cooperatives will strive to do away at once with such corrupt 
practices as short weights and measures, misrepresentation of grade 
or quality, and adulteration. It is unthinkable that the consumers 
would tolerate such practices in their own cooperative organization. 
They would not want to deceive or defraud themselves. 

But the consumers cannot put a stop to adulteration and short 
weights in profit businesses over which they have no control. 
Neither can they hope to fully prevent adulteration and the use of 
inferior surrogates in factories and plants, until they own and 
control these factories. But even before that they can eliminate 
these practices to a certain extent by developing their own coopera¬ 
tive brands of merchandise. With strict control over the quality of 
these brands, the cooperatives can force those profit-seeking manu¬ 
facturers from whom the cooperative wholesales purchase these 
products to live up to established standards of purity and quality 

. T° * he extent tha t consumer cooperation gains control over 
distribution and production, to that extent can it eliminate from 
commerce and industry adulteration, short weights and measures 
misrepresentation of quality and grade, and other corrupt practices 
that are still found to some extent in profit business. 

DISTANT OBJECTIVES 

Among the more far-reaching aims and objectives of consumer 
cooperation the following might be pointed out: 

.. To have ea ch local retail cooperative extend its distributive 
activities into new lines, with a view of the cooperative’s ultimately 
developing into a general consumers’ society. ultimately 

will L *k? < J evelop the retail cooperatives to a point where they 

itiis Such nrnd ?• “ P production or to engage in productive activ- 
. Such production may be carried on either (a) on a limits 

scale by any o the local retail organizations (cooperative s ore nr 

do so oTnTn Wt T th6Se h9Ve gr0wn financially strong enough to 
tinn ’ f on . a l ar S er an d practically unlimited scale by federa 
‘tons of cooperative societies (cooperative wholesale societfes etc )' 

tition also from tee processes P otm£a' 7^ ^ economic c °mpe- 
on a rational, systematic and efficient basiT’eeaf h°, PUt productio " 

unsound ftomtee v^potet 0 ^^^^ i0 " 77 " and 

common man. aI ut,llty and the interest of the 

the profit inotivf* k 

and substitute in its placi the moti^e of s'rv.ceTih^ indUStry 
consumers. UI servic e to the masses of 

consumeJand'the^roducer ^nd midd ? emen between the 

7. To establish direct trading' J ? ^7 Specu >ation. 

t“ leS> betW6en C ° nSUmer -operativLTnd produce? clp^rt 

To extend its organization until the cooperative associa- 
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entirely (or at least to the extent it wUl prove possible, wUh^ 
tive in its nature and striTertoltteinZ 6 ^^^^!^ degZ^t 

eCOn The y re an sho e uld C be nC „ y o in b ^ ° f toe -assef “cot^ 

organizatfons 00 !^!! 5 ^,^^-]™^^ 33 ^ 0 * 1 ??^^’ 011 ^ Gt ^ een cooperative 

should be strictly avoided ^ 

the coo Perative >P is r ^or(^d t< irdo >r competUk3n C \vUh m bTe C< lo Pe i ra ^ V ^ * S 

business. This would be possible only if the patrons of h -, 03 proflt_ 

tive would be one hundred per cent I Hi , a °f,, the coopera- 
thi^rr . eu P er cent loyal to it: would buv puprv 

hing from their own cooperative and have perfect rrmfiHon ^ 
its management, knowing that the manager will charge onlv^f f 

form of patronage refunds ® ^ re ‘ Urned thera in the 

Unfortunately this is very seldom if ever the case Usnaiiv 
the cooperative is forced into competition with the local orofu 
usiness enterprises, and sometimes this competition becomes verv 
keen as the competing profit businesses begin to reahzHw 

t^o^U V y eS o a f re the ealIy ^ reateni ^ to supersede them.^sulh‘ca^ 
tne loyalty of the members and patrons of the cooperative is in 

addition to efficient service and good management^ blst safe 

The loyalty of the members and patrons again depends on the 

tionTnd of t e hcir n ri derS ! andi , ng ° £ ‘ he aimS and pur P oses °l coopera¬ 
tion and of their devotion to cooperative principles If thev know 

what cooperation really is, and have confidence in its abhity to 

“ a ,f or a ^ e tter social and economic order, they will be loval But 

l a l tlm , e f the cooperatives should also striVe to gTve good service 
good qutility and reasonable prices to their patrons. 

onnn hene y er P r ofit-seeking business corporations compel the co- 

prfees B e ut onrr te f "‘‘a th " m ’ ‘ hiS is m ° St1 ^ »y cutUng 

^he real designs n/ r ° f ‘ he coo P erative become aware of 
against th of profit business in opening such a price war 

theiV , the co °Py rat *ves; once they realize that the withdrawal of 

nrnf't^K r ? na 6 e f rom the cooperatives may cause its ruin and that 
profit business would then again be in a position to freely dictate 
prices to the consumer—they will be sure to continue to support their 
cooperative, and will not allow themselves to be fooled by the often 

SIS meth ° dS ° f pr ° f “ business, such as ^“f 

in bG the Very laSt reSOrt of a cooperative 

in ^ ts J truggle . Wlth P rofl t business. Other methods should be used 
n prefei ence in combating such competition. The most important of 
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these is education in cooperation. Intensive educational work should 
be carried on among the members and patrons of the cooperative. 
Through this educational work the destructive and anti-social char¬ 
acter of business competition should be revealed to the people, and 
t ie unscrupulous and tricky methods frequently used in such com¬ 
petition by profit business should be exposed. 

Competition between profit business and the cooperatives un¬ 
doubtedly vvilt become gradually less intensive (at least in smaller 
communities) as the cooperatives progress and grow. When the 
cooperative grows large enough to become the leading business 
enterprise in the locality in any particular line of business, it need 
not tear much competition any more. It can set the local prices 

and the private business enterprises either have to follow suit or 
close up. 

On the othei hand it is to be expected that whenever the 
consumer cooperatives in any country grow really strong and begin 
conquer ground from profit business on a nationwide scale, the 
latter will organize ever more solidly in self-defense, and will try 

!° in{luenCG th * country’s legislation so as to prevent thereby the 
free development of the cooperatives. This has happened within the 
a> iree decades m England, and it has driven the English coopera- 

wh!^ 01 * * ' ntu P° Ii,JCS - b y the establishment of their own party 

poh« S 5 t b he g c r ount^ ^ 

Mlt !l:T POr, ! nt , t0rem ™ bCT that elimination of business com- 
petition does not eliminate all waste. There may also be waste in 

:m P ^T at ,a 4v n !;; rp ;: ses due to inefficient 

. f , * '’ . axitJ ln ^» u Per\ lsion and control, and lack of nroner 
standardization or accurate accounting methods. The cure in such 
cases is more intensive cooperative educational work proper train¬ 
ing of employees and elimination of the inefficient While th 
cooperatives are progressing, their duty is to pay careful attent nn 

° bJE2SVS£ , beMer reSUltS ' 

: s 

system of production and distribution. This',UansThafno Ca ^ tal .‘ st \ c 

"or any group within a cooperative n ° lndlvldua l. 

movement should orofit frr.ni u " e * v or ^ le cooperative 

of .he society or s,x-m,,es"t ^ex^e'of°ot'h""‘ a H CUviUeS 
groups. - P of other individuals or 

net savings ^e to show 

stitute profit in the true sense of the word when^Tr*® d ° n °* C ° n ' 
are established or when all thn , i u h P atr onage refunds 

creation of such pr ir l' ^ ' h ° haVe contribu ted toward the 
democratic basis, on a ' 

lively, for the MtmfSLSLS ??- be US6d C0,le - 
whole. ibershjp or the community as a 
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r ? al aim ° f a co °P erative association should not be to show 
profits but to serve in the most efficient manner its members and 

ti i - i j • ■ . . . . ^ ^ processes of produc- 

tion and distribution, as well as in the performance of useful 
services. C1U1 

is * rue that also a P r °fit business sometimes may strive to 
give e best possible service to its customers. But where this is 
done it is generally done for the purpose of increasing profits The 

motive, as a rule, is mercenary, not humanitarian or altruistic as it 
is in the case of the cooperatives. * 


EDUCATIONAL OBJECTIVES 

includ^ 6 edUCatl ° nal aims and objectives of consumer cooperation 

1. Spreading the cooperative message, to get new patrons and 
new members for the cooperatives. 

2. Cooperative education, to increase the loyalty of the mem 

bers and patrons of the cooperatives to their own institutions and to 
the over-all cooperative program. 

3 Cooperative education, or rather education in cooperation 
o en lance the cooperative spirit, and to arouse enthusiasm for the 
advancement of the Cooperative Economy. 

4. Education in cooperation to deepen and broaden people’s 

understanding of the aims and purposes, the theory and philosophy 

the principles, practices and methods, the nature and needs of the 
cooperative movement. 


5 ' and conti nuous training, to obtain and to develop 

more efficient workers for the cooperatives, workers who are not 

on y technically capable of serving the cooperative stores oil asso¬ 
ciations, creameries, bakeries, etc. in a satisfactory manner, but who 
also are enthusiastic cooperators and have the vision of a better 

more just and more efficient social order which will guarantee peace 
and happiness to the masses of people. 


SOCIAL AND ETHICAL OBJECTIVES 

All of the far-reaching objectives of consumer cooperation may 
be said to be its social objectives as—if and when achieved—they 
will help reform the present structure of economic society. 

Most, if not all of the educational objectives of consumer coop¬ 
eration may be properly called its ethical and esthetic objectives. 
Enhancement of beauty in life and enlivening of the sense of mor¬ 
ality among people are worthy objectives for consumer cooperation. 
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CHAPTER III 


Cooperative Principles 

Under the title of “Foundations of Cooperation,” tw. Mercer 

3 English cooperator who for years has beeZ~ active 

lr J T f field of co °P er ative education, published in the “Review 

?L, a t ' 0na l.. C00PCrati0n '” issues of September and October 
931, an interesting analysis of cooperative principles and methods 

These are often referred to as “Rochdale” principles and meth¬ 
ods, due to the fact that the Rochdale Society of Equitable Pioneer. 

practice them ’ ^ ^ consumer cooperative to generally 

According to Mr, Mercer “the character of the Rochdale 
loneers is plain for all to see but what needs examining is the 
thought that informed their actions.” While the Rochdale Pioneer, 
had made a published statement of their immediate purposes and 

ples^ U f action ai ^in th tho dld n0t 3 statement °f their princi- 

thefr practical work.’ PnnC1P ’ eS Ca " be eaS “ y detect ^ *»m 

PRINCIPLE OF UNIVERSALITY 

dale pTon a e P e S rs th t e o Their ^^1^ wlrk ^ ^ R °^ 

e V v“s y cove r r ^ PrinCiP ' e '£2Z£l£££2n 

S^, e e r £i rsf e bo P dy n of ToL^to^t 

women, on an equal basis, into the fraternity"ofTh^ 3 ' a " d 

spective of their race, color or creed Non" S ° C,ety ' irre - 

to join their number in good faith was ever shuToIlt "^b^ 

they laid the foundation stone of the International^" mel " bershi P” 

ment built upon the Drineini > V *° ' a coo P er ative move- / 
than universafinitsico'prpurpose, o^pfrfr” 1 '" C3 " “ be 1 

| i- PRINCIPLE OF DEMOCRACY 

and followed "by S fhem ^"their R ° ChdaIe P-neers 

Democracy. When th^Pioneers cete^M r rk iS . the prineipl c of 
not of their own body; when thev nrm-ei '1 % capi,al from Persons 

member-one-vote to be used te 7h? provlde< J for the rule of each- 

When they provided that al members^whtlh ° f ‘ heir associa ‘ion; 

members, whether men or women. 
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should have equal rights in their organization; that “the powers 
of management should be placed in the hands of officers elected 

Princiole^f d h ' P periodical| y"—‘he Pioneers established the 

S For th m °p raCy 38 OI , le ° f the great basic Principles of Coop- 
eration. For the Pioneers, democracy was not only a form of gnu 

crnment but also a declaration of the Rights of Man By their 

method the power to govern was given to each member as a human 

being, irrespective of the amount of capital each owned. 


lrrti.J\ C1PLE OF EQUITY 

The third important Rochdale principle is the principle of 
quity Equity means justice and fairness; it includes also the idea 
of equality of rights. As Mr. Mercer says, “justice is the heart of Irue 

oth^r C ThTp “ . ma3 ; be held that the one principle supportsIhe 
other The Pioneers rule was that “only the purest provisions pro¬ 
curable should be supplied” to members of the Society and that ‘Tull 
weights and measures should be given.” 

to D a J v U thp e nr 1S ° .^ emand ed that the members who had been called 
o pay the prevailing market price for the merchandise handled by 

the cooperative—a price that was usually higher than the cost price 

the merchandise plus actual operating expenses—should be given 

a patronage refund; that is, the amount over and above the actual 

cost should be recognized, with certain sensible reservations as 

e onging to the member-patrons of the cooperative (It is to be 

noted that the Rochdale Society at the start dealt only with its 
members.) 


Because the Rochdale Pioneers believed in the principle of 
equity, they devised the method of the “patronage dividend”_per¬ 

haps the most important thing that helped make the Rochdale So¬ 
ciety successful and famous. 

The principles of democracy and equity also demanded that 

y ^ fair wa § e be Paid to capital for its services, and that capital 
should not be given a dominant position in the affairs of the coop¬ 
erative. That is why the society of the Rochdale Pioneers paid 
only the usual, current late of interest on its share capital and no 
more. Other true cooperatives have followed suit and in rare cases 
more than 5-6 per cent interest is now paid on the share capital. 

P r i nc iples of equity and democracy further demand that 
the cooperatives pay their employees equitable and just wages; that 
they recognize the right of these employees to collective bargaining, 
so far as wages, hours and working conditions are concerned; and, 
that they welcome and encourage the employees to become mem¬ 
bers and shareholders in their respective cooperatives for which they 

are working and also in any other cooperatives that happen to 
function in their locality. 


PRINCIPLE OF ECONOMY 

The Rochdale Pioneers further recognized the principle of 
Economy which might also be called the principle of Efficiency. 
In accordance with this principle the Pioneers provided that in their 
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Rochd^r e Society 6 concernkis S its 1 S °tt d f et rf Cted the policy of the 

beliefs and political opinions that w reto be ioujT° US religi ° US 

early members. To uphold unity in the cooperatfve ore 3 '" 0 ' 1 ,® US 
it soon becamp <*viHon+ +1^4. +u co °P era tive organizations 

and political opinions h ad m‘ b ‘ h r e , d,ff ^ ences ip religious beliefs 

erative wor k .“ a Uves dfcfwfef *» aI > <=°°P- 

economic aims on whioh wisely to concentrate on those 

«= - s. wsKisK 
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rixuMuiir’L.E OF LIBERTY 

the Roch(^le 1 ^ioneer^opted°andP rinciple which 
of their society That i«; ^ lch th ey applied to the work 

Pioneers wished to grant ^ ° f Liberty ‘ The Rochdale 

personal and individual liberty^rp^sfble S ° } C1Gty aS much 

from 8 if H bCrty *? in P °the bl o e r g ^LTir "of withdraw! 

convictiorf He'wfs atffert mf T religi ° US a ° d 
4-i_ . ", WdS ai ^Derty to do anything and evervthim? „,m 

s t ^ e ty th as ng a S r h a o t le WOUld wefflre"^ 

society le n ^ther G is thp^^M n ° . c ° mpulsion to purchase from his 

chase from th^ n + tail T soclet y under any compulsion to pur¬ 

chase from the Cooperative Wholesale Society of which it is itself a 

member. Patronage in all these cases is entirely voluntary 

this freedmnT, CG ° perators ; ’ sa ^ Mr. Mercer, “who now hold that 
s treedom is a cause of weakness; that it is imoerative 

rlSu tfer?„ b d er tha h t°li d be f C T pelled to Purchase from their own 
compelled* to Durcha* ° r ®! al societies m their turn should be 
“ to P urch ase supplies only from the cooperative whole- 

cinle nf wever ’. no lasting movement was ever built on the prin- 

-that is ^Ctarf ''I™" be f UiU ° nly ™ ‘he principle of liberty 
tnat is, voluntary action and voluntary adherence. 

According to Mr. Mercer, “liberty is the sole guarantee of con- 

as both eC the° mi ^ e f flcle ^ cy in the cooperative movement.” As long 
necessitv of Jf and the wholesale societies are under the 
fnft , y of securing patronage on their merits, by giving satis¬ 
factory service and supplying goods at least as economicallv as 

any o her traders and suppliers can, there cannot be any serious fall 
in their general level of efficiency. serious tali 

On the other hand, loyalty is strong only when it is insoired 

in ^ lthusiasm and knowledge which it is the task of the cooperatives 
to generate and spread. As Mr. Mercer eloquently puts it: “If ever 

national F who?lMle C are n undeJ Z obuSftion e to e Sake CO a 0 li >e t r H t - VeS w £ ich belon e to the 
own wholesale. They have imnosort 11 th oir purchases through their 

rule. ' ' e imposed this obligation on themselves by the majority 
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the cooperative movement should disregard the principle of liberty 
it would cease to be a living movement, for on the date it said fare¬ 
well to freedom it also would be dead.” 

It should be also readily recognized that after all there can 
be no real liberty for the individual in the modern human society 
until to his political liberty has been added economic liberty and 
economic security. Mankind will attain the fullest measure of liberty 
only by the universal application of cooperation. 

The above seven principles of cooperation, says Mr. Mercer, 
are “the stars by which the cooperative movement will always have 
to steer.” When the seven principles are rightly fitted and joined 
together into one harmonious whole, the cooperator finds that “the 

philosophy he needs and the entire cooperative movement is built 
securely on solid and unmoving rock.” 


OTHER CLASSIFICATIONS 

Besides Mr. Mercer’s classification of Rochdale principles 
several other classifications appear in the cooperative literature. 
In his book, “Cooperative Democracy,” Dr. J. P. Warbasse. president 
emeritus of the Cooperative League of the U. S. A., speaks of three 
Rochdale principles which are given as: 

1. Democratic control. 

2. Limited interest on share capital. 

3. Distribution or use of surplus savings on some just and equit¬ 
able basis (patronage refunds or dividends). 

Sometimes the principle of open membership is added to the 
above three, as the fourth Rochdale principle. 

However, ^ * s ev ident that limited interest on share capital 

Drin^n?! "f 3 . PHnCiple; rather » is a method thru which the 
principle of equity is put into practice. The same is true also of 

nrarti'J.af 6 re , fun f. s - ° pen membership again may be said to be a 
P aetical application of the principles of universality and democracy. 

Still other classifications mention such nrincinlPs n 'i +v^ 

“ 1 s,;‘r ,l “ prta ™" - •*”- 

cooperative “leader. !n wfpamphfe't' 1 ^s 6 ’ wel '- known Swedish 

lished in the Swedish language ?n\925 bv K^7^ (pub ‘ 

Federation of Consumer Cenll 2 KF ’ th Swedlsh National 

points in what might be proDerlv 77 the followin S seven 
dale Pioneers.” P PerIy caIIed the Program of the Roch- 
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J he ".ecessary capital shall be furnished by the members 
and shall receive a fixed interest. 

2. Only goods of the purest quality shall be handled by the 
cooperative. * 


3. Full weight and measure shall be given at all times. 

prices shall be followed and no credit 
shall be given nor asked for. 


5. Net savings (“profits”) shall be distributed to the members 
in proportion to each member’s purchases. 


t>. 


A A -- J 


ine principle each member—one vote” shall be 
and men and women shall have equal rights as members. 

. , 7 ' ^ definite percentage of the net earnings shall be set aside 

to be used for educational purposes. 


Mr. orne, too, uses the word “principle” in a rather broad 
sense, because all of the above seven points are in reality practical 
applications of the Rochdale principles given in Mr. Mercer’s classi- 
lca ion ey should be called methods and policies rather than 

owever, a ll depends on how the meaning of the word 
principle is interpreted. 

Proposed ICA Classification. At the congress of the Interna- 

ional Cooperative Alliance held in the year 1930 in Vienna, the 

capital of Austria, a special committee was appointed to review the 

so-called Rochdale principles, and the question as to how and to 

what extent these principles may be adapted best to the practical 

work of the cooperatives. The committee submitted its report to 

the next ICA congress which was held in 1934 in London, England 

In the report it was proposed that the following be accepted as the 

seven "most important principles of the Rochdale Cooperat ve 
System”: 


Open membership 
Democratic control 

Patronage refunds on the basis of purchases 
Limited interest on share capital 
Political and religious neutrality 
Cash trade - 

Education in Cooperation. 

At the same time the committee, however, expressed as its 

opinion that the four first-named of the above seven Rochdale 

principles were actually of a more fundamental character than the 

<< ast-named. Of these latter three the committee says that 

w re ey undoubtedly form a part of the Rochdale system, they 

can be considered as important functional and organizational meth- 

° S j Gr general principles, the refusal to comply wherewith 

would destroy the cooperative character.” 

Proposed British Classification. The British delegates to the 
ongress presented an amendment to the Committee’s proposal. The 
amendment recognized the following three as the fundamental prin¬ 
ciples of Rochdale Cooperation: 
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1. Open membership (irrespective of race, nationality, political 
opinion or religious creed). 

2. Democratic control. 

3. Abolition of profit— 

(a) thru patronage refunds on purchases; 

(b) by limiting the interest to be paid on share capital. 

In the opinion of the British delegates cash trade and educa¬ 
tion in cooperation, while undoubtedly part of the Rochdale system 
and of great importance in the organization and development of 
cooperatives, nevertheless are not indispensable principles the 
abandonment of which would destroy the free and mutual char- 
actei of cooperative organization. At the same time as they 
appealed to the cooperatives of all countries to adhere to cash trade 
as closely as possible and to carry on cooperative educational work 
by availing themselves of every proper method, the British mem¬ 
bers of the committee wanted to simplify the cooperative “code” 
so that it would comprise only the three above-named principles. 

As the original proposal did not satisfy the British delegation 
at the Congress, it was referred back to the Committee which was 
to make its final proposal to the next congress of the ICA. 

This next congress—held in Paris, France, in 1937—finally 
compromised on the presentation of the Rochdale principles in two 
categories, the primary principles and the secondary principles. 

Official ICA Classification. Thus the present official ICA classi¬ 
fication of Rochdale principles consists of the following: 

A. Primary Principles 

1. Open membership. 

2. Democracy of control. 

M J> . . . _ . . (in proportion to purchases). 

4. Limited interest on capital. 

B. Secondary principles 

5. Political and religious neutrality. 

6. Cash trade. 

7. Promotion of education. 


congrafof the Coo R t ochd T ale “Pr.nc.ple”, At the ninth biennial 
congress of the Cooperative League of the U. S. A„ held in October 

1934, it was formally proposed to add to the seven recognized Roch 

t^Tri‘ h ci‘.°e £ 

new fields S na n turany^^way™ ^ * Ctivlties into neTune^an^ 

£ C o 0 r OP fTZ r eh , f , a,ls t0 gr0W ~ mean muct 

L. S. Herron editor ofTh^wh® P r0gram - 11 is suffering what 
“dry rot - the NebraSka Cooperator” fittingly calls 

“eighth princ i p 1 e ’'1 n 1 e ahtv ^ allea'ri cIalmed that this suggested 
universality. Without continuous coop^X^x^anrion P how Pl ® M 
the movement ever hope to become universal in scope?’ C 
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TEMPLE OF COOPERATION 

r^ n t”i n ? Slnary “ Tem P le of Cooperation” may be built by usine 

iple S °oniLTv f 5 a » bUilding st ° nes - In such a tem P Je the prin 

cipies of liberty and unity would serve well as foundation stones 

^he supporting pillars of the structure could be made up by the 

of thfl^ °f dG + mocracy ’ economy, equity and publicity. The top 
the temple, its superstructure, would then be made up bv the 
principle of universality. up Dy tbe 

' U has been fittingly said that education in cooperation is the 

turTof t°he m TT tar 1 t0 SOlid1 ^ bind together the whole struc! 

T« V h ? Ter ? ple of Cooperation. This is undoubtedly very true 
the last analysis the success, growth, strength and permanency 

eraH^ducJn ^ n0 " Sr depend th e degree to S coop- 
erative education has penetrated the masses of people and remolded 

their economic and social thinking. P remolded 
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CHAPTER IV 




Practical Application of Cooperative 

Principles 

In applying the cooperative principles to the practical work 
in t hei r association, the Rochdale Pioneer* developed and practiced 
*® v ®*’*^ *n®lhods and policies which are dill generally employed 
by consumer cooperative* the world over. In the folic* vi mg we take 
up the discussion of these methods 

I. DEMOCRATIC CONTROL 

Undoubtedly the most important feature in the operation of 
a consumer cooperative is the democratic control and supervision 
of its affairs. Take th*M away, and the organization will be sure \ 

J°!L ..!? i?* cooperativ « character at least it* cooperative Mint 
and vitality. Democracy is the very life blood of the cooperative 
movement and of cooperative economy. 

The following may be said to be the essential features of demo 
critic control in the cooperatives; 

the ill... p on Unuo ' J *‘ and •«**• participation of the membership ln 
the *up«Ttoion and control of the affair, of tb* cooperative on the 
oasis of the each-member -one-vote rule Membership m.-ethu. 
must be held sufficiently often to give the member, an opportuni* 
to watch ully follow the affairs of u.e.r cooperative 

mSr iZ 'h intcrvala from the Wd of dir.ctor, and (h .. 

work and accomplishments. From the vu w. 

me^.n^rTwell'or nn ' r ^t" '*»**!! membership 

at well prepared, well advertised and well conducted 

constm .!^a ronscer.tK.us and capable adminhrtratIon which u usually 
constituted of a board of seven or (in accordance with the 

cooperative or with o.her crcnisUnc^T in^. dir^mr. T'leee 

once^a'mo'nOi^^nd^oftener'^wdienever^m^id^rnay 1 art^^ t, *to 

to supervise cff«»ctively ihp umrk .# .h Mrittt > .a b<* sbu 

manager and other responsible f u netumar^cs ^ 

r ui « u » i 

enliously. and in general to superviJ the affafr^Tth 

betwiM*n membership meeting, „ mua, be u^^^r^L': 
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the membership meeting* the board rx err Lius* mi prerne authority 
over the affair* of the cooperative. 

t _ 3 Duty of all committee* that Have been rl«*ct I’d by the mem > 

ber?«.h»p at their meeting.* (including the* board of dirceton) to give 

*® eural * » n d compo berun e reports of their activities and of the 
financial condition and progres* of the cooperative, so that the 
member* will have an opportunity to grt a true picture of the 
affairs of their cooperative and it* needs, and to Judge as to the 
efficiency of the committees and the executive*. 

4. Continuous and effective educational work among the 
members of the cooperative for the purpose of deepening their 
understanding of the principles, method*, aims and objectives of 
consumer cooperation; of arousing and maintaining among the 
members active interest in the affairs of their cooperative and in 
the democratic control of the same, and of improving the ability 
of the members to exercise such control as effectively as possible 

5. Making it as easy as possible for the consumers to become 
members of the cooperative and arranging so that every bona fide 
consumer in the natural trading area of the cooperative, who 
is willing to patronize the cooperative and join it as a member 
will be given an opportunity to become a full-fledged member as 

soon as possible merely thru his patronage and without having to 
buy outright a share in it 

It should be the policy of every progressive consumer coopera¬ 
tive to arrange from time to time membership campaigns or other¬ 
wise continuously attempt to increase its membership. The ultimate 
aim of every true consumer cooperative should be to become a com¬ 
munity affair; that is. a business supported by the whole population 
or the community or at least by the majority 

How to Attain Democratic Control. A satisfactory degree of 
democratic control in the cooperative societies can be attained best 
by the following methods: 

1. By continuously carrying on effective educational work 

2. B\ holding membership, board and committee meetings 

reasonably often, and by making every effort to have these meetings 
well attended each time. 

3. By making continuous efforts to get new members who 
accept the cooperative principles and who do not join merely for 

the selfish reason of expecting material benefits without also shar¬ 
ing in responsibilities. 

requiring that the board of directors of the cooperative. 

its various committees, officers and functionaries give at regular 

intervals and reasonably often comprehensive accounts (reports) 

of their activities and accomplishments to those who have either 

directly or indirectly elected them to their respective job? or align¬ 
ments. ’ 

Further Safeguards. Democratic control in the cooperatives 
ma> be further safeguarded by inserting into their rules or bv-Iaws 
certain restrictive provisions calculated to prevent them from 
drifting dWa\ from democratic control or at least to mane such 
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deviation more difficult. Of such provisions the following might 
be mentioned in this connection: 

1. A limit to the total amount of share capital that may be 
owned by an individual member. Cooperative statutes in most states 
of the Union set this limit at $1,000, but many cooperatives in their 
own by-laws set the limit at a lower figure. 

2. Prohibition of the use of proxies in the meetings of the 
cooperatives. Proxies must not be confused with credentials given 
by the local cooperatives to their representatives at the meetings 
of cooperative wholesale societies and other federated cooperatives. 
It is necessary for cooperative federations to use such credentials, 
but proxies given by one individual member to another to represent 
him at a meeting of a cooperative should not be honored. The use 
of such proxies tends to weaken democratic control. 


3. Requiring, in addition to a quorum, a two-thirds’ or three 
fourths' majority vote of those present at a meeting, in the case of 
amendments to the articles of incorporation or the constitution of 
the cooperative (There seems to be a growing tendency to consider 
a simple majority sufficient even in cases like the afore-mentioned). 

4. Fixing a definite upper limit as to the rate of interest the 
cooperative may pay on its shares of stock. Even the rate of inter¬ 
est may have an indirect effect on democratic control in the coop¬ 
erative, as a relatively high interest rate may have a tendency to 
attract members of the investor type. 

* ™ St be stated ’ however, that true democracy in the control 
o the affairs of a cooperative depends much more on a thoro 
understanding of cooperative principles by its members, and on 

any restrictive pro- 

visions in its by-laws which may have been calculated to help 
preserve democratic control. Whenever a live and active cooperative 
spirit disappears from the society, and in its place a selfish purely 
ateriahstic spirit takes hold, nothing can prevent in the long run 
e majori y o the membership from abandoning even the last 
vestiges of democratic control and from voting to change the coop- 

Several instances may be pointed out in the United States in 

Hves th^faUed to" t he fate Past of certain coopera" 

ves that failed to do any educational work and thus aiimnnH +v. 

cooperative spirit-whatever little of it may have originaUy existed 


2. LIMITED INTEREST ON SHARE CAPITAL 
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In this country most of the states which have special statutes 
governing the cooperatives have set the maximum interest that may 
be paid by the cooperatives on their share cajuial at 8%. I Sftinne 
st»ta. at the initiative of the Northern Stales Cooperative League, 
the cooperative laws were amended several years ago so as to set the 
maximum a* 6'“L Many U. S. consumer cooperatives in the recent 

4 i mm* , _ 'HL m _ 


been _ pH 
some have paid none. 


4% interest on their share capital. 


Prof. Chas. Gide, internationally known author of “The Con¬ 
sumers Cooperative Societies" in diseasing interest on tin* share 
capital in the cooperatives, makes the following statement: 

* In no case does interest on capital appear to be more legitimate 
than in this one. It is, in fact, a question of capital which is undoubt¬ 
edly the fruit of work and savings, and which the society received 
from its own members. Further, as it goes without saying that 

this capital is of great service to the society, it is fair that this 
service should be paid for.” 


However, in case the share capital is quite equally distributed 
among the members, practically all of whom patronize the coopera¬ 
tive, the latter may discontinue paying interest on the share 
capital, without causing any dissatisfaction among the members 
In a case like that it would not be difficult to show the members 
that adding the share capital interest to the amount available for 
patronage refunds will simply make the refunds larger than they 

would be otherwise, and that each member-patron will get his 
equitable share of it. 


In this connection we wish to make it clear that there are many 
consumer cooperatives here in the United States, in which five or 
ten-dollar investment by the member in the shares of his cooperative 
must be considered inadequate. In such cases the member should be 
expected to acquire more than one share, and the by-laws of the 
cooperative should provide that no patronage refunds to a mem- 
ber or patron be paid in cash until he has acquired a certain 
minimum number of shares (for instance, three or five shares; or 
whatever amount in each case is considered adequate). A similar 

rule could be made to apply also to cooperative wholesale societies 
and their affiliated cooperatives. 

In the interest of democratic control, a low par value for the 
shares is always preferable, but provision should be made at the 
same time for furnishing adequate working capital for the coopera¬ 
tive so that the efficiency of its operations will not be impaired 

From a cooperative point of view it would be correct to con¬ 
sider interest on the share capital a legitimate operating expense, 
granted that the services of capital are needed by the cooperative 
However, in the United States the statutes governing the coopera- 
tives generally provide that interest on share capital may be paid 
only from the net savings of the cooperative. In other words, 
the cooperative is not legally entitled to pay interest on its share 
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capital for any year or accounting period in which it has shown 
an operating loss. 

In spite of this ruling, interest paid by a cooperative on its 
shares of stock should never be called a “dividend.” Says Professor 
Gide: ‘‘As we know, it is the rule (in the cooperatives) that capital 
has no share in the profits. Where it is given a share the society 
ceases to be a cooperative, even if it wrongly calls itself such.” 
Therefore, the designation 'dividend on shares,” used by some 
cooperatives in the United States in place of “interest on share 
capital,” is a misnomer and should not be used by genuine coopera¬ 
tives. This interest is not capital’s share of the surplus. It is the 
wage paid capital for services rendered. Whenever capital is 

withdrawn, no more wages are to be paid to it because its service 
ceases. 

In Germany before the nazis got into power it was the rule 
in the cooperatives not to pay any interest on share capital. 

3/ PATRONAGE REFUNDS 


The policy of paying patronage refunds or patronage savings 
returns to its members and patrons, on the basis of and proportion¬ 
ately to their purchases from the cooperative, was inaugurated by 
the Rochdale Society of Equitable Pioneers. This policy no doubt 
was responsible for the success of the Rochdale Society to a greater 
degree than any other policy practiced by them. The people who 
patronized the Rochdale cooperative appreciated receiving such 

refunds because to them it meant continuously restored purchasing 
power which they so sorely needed. 

“ i haS ? een f at6d by various cooperative authors that this 
Rochdale policy of paying patronage refunds, wherever extensively 

app led, has nothing short of a revolutionary effect on the econ- 

omic conditions m society. It is pointed out that it accomplishes at 

least three vitally important things: 

which hale re f Hmhert'i Wea ’ th 1? ‘ h ° S6 sections of the population 

Britain alone within the 50-year period from 1885 to the 

consumer cooperatives distributed back to their members and 

^^MmeTd^ 8 ’ PaM eHher ^ CaSh 

portant mij) ^whicVpfomTTre 3 ^ ^ 

the practice of dristfcalfv '^ £f n „ P !,‘ rona * e r J efunds - «°*cther with 
takes the consumer cooperatives out' of "thT^l^" of profi/b '‘ inCUy 

and puts them in the c , ass of business for h unla ,,it a r , e rV nce" eSS 

3. Provided members are wise enom»h n m “ : Cl v lce * 

their savings from the cooperative in the form I' T ° f 

becomes the most convenient instrument in Hi S re ^ u nds, it 

foundation for each cooperative aZ ina f “V S °‘ id financial 
expansion and the all-important V b f 1 '— 

sight must not be lost either of the 
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to the "visible dividends’’ which in successful cooperatives keep 
flowing to the individual members and patrons, we are justified in 
speaking of “invisible or social dividends” which the people patron¬ 
izing the cooperatives keep receiving in the form of lower prices 
and improved quality of merchandise. At times these may mean 
just as much as or even more than the actual refunds paid by the 
cooperatives. Moreover, these “social dividends” (particularly the 
lower prices) are of such nature that they benefit all the consumers 
whether or not they patronize the cooperative. 

Rochdale cooperatives, even in our day, pay to their 
non-member patrons only a part (usually one half) of what they pay 
to their member patrons. Such discrimination has been defended by 
the cooperatives practicing it by pointing out that as long as mem¬ 
bership is open to all consumers it is not equitable for the coopera¬ 
tives to give the same privileges or benefits to those who have not 
contributed any share capital to it. It is those members who have 
contributed share capital to the cooperative who actually have made 
it possible for it to start in business and serve the consumers in the 
locality. They are the ones who have taken upon themselves the 
risk of making the cooperative a business success. Should they fail 
m this, they would lose the money they have put in the venture 
Therefore, the defenders of this “graduated” system of patronage 
refunds maintain that it isn’t fair to pay to the non-member patrons 

the same rate of patronage refunds as is paid to the member 
patrons. 

However, the modern cooperative idea is to treat both the 
member patron and the non-member patron on an equal basis in the 
distribution of patronage refunds, provided however, that these 
patronage refunds be not paid to the non-member patrons in cash 
or merchandise but that these refunds be credited in the books 
of the cooperative to the respective accounts of such patrons until 
each has acquired at least one share, or whatever the requirements 
of the local cooperative in this respect may be. 

By following this wise method (which in many states of the 
Union has been made an obligatory feature in the statutes govern¬ 
ing the cooperatives, provided any patronage refunds are paid) all 
the patrons of a successful cooperative will in time automatically 
become shareholders of the organization without being obliged 
to pay cash for their shares of stock. The by-laws of the coopera¬ 
tive should provide that, after the patron has acquired in the above 
described manner a definite number of shares, his patronage refunds 
shall be paid to him in cash (unless the majority of the members 

vote to leave all or part of them in any particular year with the 
cooperative). 

In the light of the principle of Liberty it may seem right for 
the cooperative statutes to leave it at the discretion of the coopera¬ 
tives themselves as to whether or not they wish to pay patronage 
refunds to non-member patrons in cash, without requiring that 
these refunds be paid first in the form of share-credits until at least 
one full share of stock has been acquired. From the cooperative 
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i of view, however, this would be a bad policy w hich should 
practised After all, fi is not the intere*: the individual 

should oe the determining factor in this matter but the interest 
e croup The latter dearly demands that no patronage refunds 
fc* paid in cash to others than the full-fledged members of the 
ative J > 

As important &> the policy of paying patronage refunds has 
proven j t the dev elopment o: the cooperatives it would be a serious 
• ^ ^ the p^n of the members to treat it as an all-important 

feature in the growth of their cooperative. If education in coopera- 
t oe fails to keep apace with the financial development, the mem- 
&er f may easily become so patronage-dividend-conscious that they 
fail to pay adequate attention to the equally important task of edu¬ 
cating the membership and of lay mg a solid financial foundation for 
the cooperative by providing it with sufficient share capital and 
* jrplus^ reserves After all, building for the future is just as impor- 
t«f*t for a true coopt-relive as is building for the nre«*>nt 



I 4 OPEN AND VOLUNTARY MEMBERSHIP 

The Rtchdaie Pioneer* announced that membership in their 
cooperative wa* to be open to ail those consumers who wished 
to jom t in good faith; that i» with a constructive purpose Thev 
did not wish to draw any sex, occupational, class or nationality lines 

l ° lh * qut ^ tJon ntembership; neither did they care what 
kind of opmioa> the joining member happened to have in regard to 

;*oiiUc*i or religious questions 

There are in the United States to-day (and there have been 
m the past icotuumer cooperatives that admit as their shareholders 
•ngr mem ber* of some farm organization, or only trade union 
, * e '•*** -Jva> be. In Belgium, in eighteen seventies 

! hiit be£an 10 consumer 
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md..nhtp. as it ,n reality more or lew exclusive The 
0*4lt Union Law in the v^rmua «ut*. #K »t . e ' 11 
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"" ™«"ber.hip ,!« credit unions is based on ,1... 
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idea that as the credit union is engaged in banking, safety requires 
either that the members know each other’s reliability in financial 
matters or that at least there is some one (or still better if more than 
one) in or near the organization who is in a position to know the 
financial standing and reliability of each member. 

In spite of the fact that there are many exceptions and restric¬ 
tions in actual practice among the consumer cooperatives to 
the rule of open membership, this rule should be regarded one of 
the very basic Rochdale methods or policies. However, it should be 
taken into consideration as an alleviating circumstance in this 
respect that when cooperative organizations which restrict their 
own membership in one way or other become affiliated with coop¬ 
erative federations (either national or international) their violation 
of the rule of open membership seems to become less grave. 

It must be kept in mind also that the Rochdale Pioneers made 
membership in their organization entirely voluntary. The consumer 
was always welcome to join, and could withdraw from membership 
whenever he wished, if it did not satisfy him or if he did not con¬ 
sider that such membership was of any benefit to him. A true Roch¬ 
dale cooperative will never refuse to redeem the shares of any of 
its members whenever the member wishes to withdraw them, but 
it may reasonably require that the member give the cooperative 30 
or 60 days’ notice so that it can arrange its finances accordingly, or 
so that it will not be financially embarrassed by such withdrawals 
of capital. 

Neither will a true Rochdale cooperative ever attempt to put 
its members under any ‘ iron clad” contracts or other binding, 
legal agreements under which these members would be obligated 
under penalty to do something that they might not be willing to 
do of their own accord. In a true cooperative the members should 
not be put under any compulsion to buy from their own coopera¬ 
tive. The local cooperative, in turn, should not be under compul¬ 
sion to buy from the cooperative wholesale society of which it is a 
member. All patronage in true Rochdale cooperatives should be 
entirely voluntary. 

Of course, it may be argued that in accordance with demo¬ 
cratic control and its majority rule the majority would have the 
right to impose certain obligations on all the members and patrons 
which should be abided also by the minority. However, experience 
has generally proved that it is much wiser to attach the individual 
members to the local cooperative and the local cooperatives in turn 
to the regional thru voluntary adherence rather than thru a binding 
majority rule, as the former is always more lasting and more satis¬ 
factory all around. Each cooperative association should try to so 
administer and manage its affairs that none of its members would 
wish to withdraw from the association, unless circumstances (such 
as permanent removal from the locality, etc.) make it unavoidable. 
A cooperative wholesale society, in turn, should try to render such 
good service to its member societies that each of them will be 
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desirous of retaining a membership in it, and will readily give full 
patronage to the wholesale. 

The revolving share capital plan that has been recently recom¬ 
mended by the Central Cooperative Wholesale to its member 
societies is a plan that has been devised in conformity with the 
idea of voluntary membership, as well as with the principle of 
Equity. According to this plan, the local cooperatives are expected 
to manage their business so efficiently that they will show consider¬ 
able savings each year. The members in turn must be willing to 
vote every year all (or at least a substantial part) of these savings 
to be applied on shares. This new incoming capital would then make 
it possible for the cooperative to redeem the shares of all those 
of its members who have permanently moved from the locality or 
who have died, or who, as a result of sickness or other adversity i 
in the family are in dire need. When plenty of new capital flows, 
in, the cooperative will even be in a position to redeem the oldest I 
shares in chronological order, seeing to it however that no one who 

wants to remain a member of the cooperative is thereby deprived ! 
of his membership rights. 

One cooperative in northern Wisconsin voted in 1946 to redeem 
all the shares that were bought or acquired by its members before 
1926. It also announced that in 1947 all shares more than ten years 
old would be redeemed. This policy creates a lot of good will among 
the members of the cooperative. Members who used to think their 
stock certificates could never be cashed and therefore were of no 
value in their eyes, are changing their attitude. Quite a few mem¬ 
bers whose oldest shares were redeemed are voluntarily buying: 
new shares in the cooperative. " 


This particular Wisconsin cooperative has for many years fol- 
owed the rule that no patronage savings returns be paid in cash to 
anyone before he has acquired one hundred dollars’ worth of shares 
This has worked an injustice to those patrons who have a small 
household and relatively little purchasing power. Some of them 

e . not recelved an - v patronage refunds in cash from their coopera- 

beforl 1 C T Se ,? UtlV !, years ' Now ’ when all shares acquired 

before 1936 are to be redeemed they will have a chance to get 
some cash returns. LO gei 

The advantages of a revolving share capital plan may be 
summed up as follows: y D 


and voluntary.^' membershi P in a cooperative actually free 

. 2 ' ^ ena bles the older cooperatives to “clean the slate” 

get rid of the “dead timber” on their membership bsts It h 
creates a live membership of actual patrons P ‘ hUS * 

valuable'instrumerrt, 6 a^^makes^members'more 0 willing 6 to^f 1 ^ ^ h * 
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thereby £££ T - 

pay any interest on its share capital. ' th cooperatlve to 


36 


FUNDAMENTALS OF CONSUMER COOPERATION 


5. It restores the confidence in their cooperative of those 
members who in the past were led to think that they would never 
get back any of the money they had invested in the shares of the 
co-op. 

6. It enables even small householders and “little patrons” to 
get some cash returns from their cooperative (in the form of re¬ 
deemed shares). 

7. It makes the old members feel particularly good for having 
been wise enough to accumulate in the cooperative considerable 
savings which they can now draw out at old age. 

8. It tends to cause the board of directors to watch the finances 
of the cooperative more carefully than perhaps ever before. 

One cooperative after another in the CCW group is adopting 
a revolving share capital plan. 

5. EFFICIENT OPERATIONS 

One of the basic functions of a consumer cooperative is to look 
after the economic interests of the consumers and above all those 
of its own members and patrons. Every genuine cooperative should 
therefore strive to attain the highest possible efficiency in its busi¬ 
ness operations. The interests of the consumers demand that the 
business of the cooperative be administered and managed as 
efficiently as possible. 

To attain the highest possible efficiency and economy in busi¬ 
ness operations it is necessary: 

(1) that the books of the cooperative be kept carefully and 
accurately and that an up-to-date bookkeeping system be employed; 

(2) that these books be audited regularly and reasonably 
often and that this be done by a competent auditor (preferably one 
well versed with cooperative principles and the peculiar problems 
of the cooperatives); 

(3) that ample depreciations be taken annually or periodically 
on the fixed assets of the cooperative, and that sufficient allow¬ 
ances be made for any doubtful or bad accounts; 

(4) that the manager, together with the board of directors, 
alertly watch not only the operating expenses but also the gross 
margin; 

(5) that sufficiently frequent, inventories be taken of the 
merchandise stocks (at least two cost inventories are recommended 
yearly for effective control), and that every reasonable assurance 
be had of the accuracy and reliability of these inventories; 

(6) that whenever the cooperative practises even limited 
credit trade, the board of directors watch keenly the trend in 
accounts receivable, lest these prove a source of considerable loss 
to the cooperative (There is no better business than strict cash 
trade!); 

(7) that fullest possible patronage be given by the local 
cooperative to the regional (wholesale), in the interest of economy; 
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(8) that consistent preference and patronage be given to 
CO-OP label goods—which patronage will not only bring to the 
cooperative economies and a fair guarantee of quality, but also 
will pave the way more quickly to consumer-controlled production; 

(9) that continuous efforts be made to educate all the patrons 
to a full understanding and appreciation of the significance of the 
CO-OP label in a cooperative economy, and for an over-all coopera¬ 
tive program; 

(10) that the management always follow the best known 
business methods and generally accepted business standards; 

(11) that waste and leakage be eliminated from the business of 
the cooperative as completely as possible; 

(12) that the cooperative employ only persons who whole¬ 
heartedly accept the cooperative principles and who are sincerely 
devoted to the cooperative program; and that a live cooperative 
spirit and live interest in the affairs of the association be main¬ 
tained at all times among them. 

(13) that continuous efforts be made to train the employees 
of the cooperatives to be more efficient in their work; this can 
be accomplished if the manager systematically gives the employees 
some training on the job”; if employees’ meetings are held reas¬ 
onably often and are well conducted; if the employees’ ability to 
take initiatives is duly appreciated; if the manager is willing to 
delegate to the employees more responsibility; if the employees are 
encouraged to attend resident training schools conducted by the 
regionals, or to take correspondence courses offered by the Coop¬ 
erative Correspondence School, and if such attendance or such 

enrollments are made easier thru an offer of scholarships or finan¬ 
cial assistance; 


(14) Last but not least, that the members everywhere provide 
their cooperative with sufficient working capital and give it their 

°^ a i. patr „° na . ec ’ as the lack of working capital may seriously ham- 
,, e . a 'ciency of operations, and as even the best manager in 

is inadequate” 110 * Sh ° W g °° d business resul,s if ‘he business volume 


dearJ he t '? op< : rative societies should strive to attain even a higher 
degree of business efficiency and a more economical management 
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ystem of production and distribution. The cooperatives arc 
concerned with the economic benefits and the material welfare nt 
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the future For that reason they believed in ample depreciations 
on their property and considered it a wise policy t** transfer a pait 
of their annual net savings into a surplus reserve which would make 
it possible for their cooperative to extend its business continuously 
into new lines and to weather possible times of adversity without 
any serious effect on the stability of their organization. This wise 
business policy is sUll generally being followed by consumer coop- 
eratives everywhere. 

It would be a short-sighted policy on the part of the admin¬ 
istration and the management of the cooperative to try to show high 
net savings, for instance, by raising the price level to the con¬ 
sumer. and then distribute these earnings to the last cent to the 
patrons on the basis of their patronage. Paying a high rate of 
patronage refunds normally would have the effect of increasing 
sales, but this effect would be counteracted and perhaps annulled 
by the effect of the high prices to the consumer. Distributing all of 
the net savings annually to the patrons again would make it im¬ 
possible for the cooperative to build a solid financial foundation 
which would help it to survive any “lean years’ which are almost 

sure to come sometime. 

On the other hand the cooperative should not carry the method 
of taking relatively high depreciations on their property in*o such 
an extreme that they will accumulate a great deal of so-called 
“hidden assets” which do not show on the books. Nor is it a wise 
policy for a cooperative to accumulate so big a general surplus re¬ 
serve that as a result of this policy the book value of the shares will 
become many times as large as their par value. If this happens the 
members may develop a greedy desire to keep the property 
of the cooperative in the hands of its original or present members 
and to refuse to accept any new members. This has happened in 
several American cooperatives in the past. (See Reserves, p. 40). 

The Rochdale Pioneers and their successors also realized that 
their books and accounts had to be audited periodically and suffi¬ 
ciently often so that the membership and the board of directors 
could currently ascertain that the records of their cooperative are 
in good shape and the accounting methods accurate and up-to-date. 

The pioneers also wanted to have the property of their coopera¬ 
tive and particularly its stock of merchandise inventoried at reg¬ 
ular intervals and its true value recorded. They realized that only ! 
on the basis of an accurate and exact inventory could an accurate • 
and reliable financial statement be drawn up. And to be doubly . 
sure that the financial statement was true and accurate, they« 
engaged competent auditors for the purpose of verifying the cor- . 


rectness of that statement. 

In every country up-to-date cooperatives have their books and 
accounts periodically audited. In some countries the cooperatives 
have formed for this purpose special auditing federations. In other 
countries the central organizations (either the cooperative whole¬ 
sales or the educational federations) furnish auditing service to 

their member societies. 
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6. CASH TRADE 


Unquestionably one of the wisest methods practised by the 
Rochdale Pioneers was cash trade, the selling of merchandise for 
cash only. Cash trade is the fairest and the most economical business 
method thinkable. Even in our own day, here in the United States, 
the progressive cooperatives favor it, and practise it as much as 
possible. 

Cooperatives that sell merchandise on credit cannot avoid 
losing money in bad debts which have to be written off the books 
from time to time. Their operating expenses are almost invariably 
higher than the expenses of those cooperatives that adhere to cash 
trade. This is because more bookkeeping work is necessary to keep 
proper track of credit sales than of cash sales; the latter are 
recorded and controlled simply thru the cash register. Also, in 

collecting outstanding accounts additional expenses are often in¬ 
curred. 

Moreover, credit trade is likely to reduce the working capital 
of the cooperative to such an extent that it will not be in a position 
to take advantage of the discounts which may be available when¬ 
ever it is able to make its purchases on cash terms. Lack of 
adequate working capital, often caused when a cooperative allows 
its accounts receivable to accumulate, may compel it to borrow 

money, and the interest that has to be paid on this loan capital 
will also increase expenses. 


Besides these and possibly other material losses ensuing from 
credit trade, it has still other disadvantages. When the cooperative 
grants credit, there is likely to be some discrimination or favoritism. 
This is likely to cause discontent and discord among the members. 
Cash patrons are always the best patrons, and it is unfair to make 
them carry the burden of credit granted to other patrons. 


It is by no means an easy task for the cooperatives to stay on 
a strict cash basis. The whole question is largely an educational 
problem In the cooperatives which for any length of time have 
practised credit trade it may not be advisable to change to a strict 
cash basis without preceding educational work showing the ad¬ 
vantages of such a change, as otherwise the cooperative is likely 
to lose patrons which in turn will increase the percentage of its 
operating expenses and cause unfavorable business results. 

Discussing, by the way of contrast, the advantages of cash 

maferia? (orTnan ^ W6 di ^ g uis h between 

° r f inan cial) advantages and moral advantages Of the 

matenal advantages the following are the most outstandfng: (1) the 

factr^ CO r„ the° n e PUrC 'r eS fr ° m the wholesalers and manu! 

ln the case of cooperative general stores these mav 

(2) e i' me K ar ^? Unt to as much as one percent of their total purchases* 

wor k ‘T n S those Plng ( expense; there is usuaI1 y less bookkeeping 
T' J ; co °P erat ‘ves that adhere to strict cash trade than in 
operatives that grant credit; sending of monthly statements 
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to credit cu>~tomers also Ix^cwnes unnecessary, thereby reducing 
office expenses; (3) avoidance of losses from bad debts; these 

losses have sometimes run into appalling amounts; (4) avoidance of 
collection expense* which at times also may amount to a consider¬ 
able sum; (5 > generally a more favorable' position in buying, be¬ 
cause the coopera11vc* has more cash available, and (6) less interest 
expense, as the cooperative practising cash trade has less need 

to borrow" money. 

Of the moral advantages the following should be mentioned; 
(1) satisfying the best patrons—the patrons that pay cash; (2) a 
better opportunity to practise a fair and cQual treatment of all 
patrons; (3) making the position of the manager easier, as he is not 
called to decide who is going to get credit and who is not (the fart 
that some members or patrons are refused credit while others are 
given credit, often is likely to turn the former against the coopera¬ 
tive); (4) relieving the manager of some of his business worries 
(often his worst worric*s! > and releasing his energies for more- 
efficient general management; (5) accustoming the members and 
patrons to live within their means (This is of great moral and social 
importance!); (6) in general, the strengthening of the moral and 
financial responsibility among the members and patrons. 


7. RESERVES 

Creating surplus reserves by a vote of the membership, as an 
addition to the share capital, is a method which has been generally 
practised by the cooperatives all over the world. In the past, a 
general reserve has been the prevalent and in many cast's the only 
type of surplus reserve used. 

However, as a result of advanced cooperative thinking, another 
type of surplus reserve, the patrons’ equity reserve has found con¬ 
siderable favor among the cooperatives in the United States. This 
reserve differs from the general reserve on two important points; 
(1) while the general reserve is collectively owned by the share¬ 
holders of the cooperative, without any designation on the books of 
the cooperative as to how much of this reserve belongs to each 
individual shareholder, the patrons equity reserve is owned by the 
patrons, the books of the cooperative showing just how much of the 
reserve belongs to each patron; (2) in the case of the dissolution of 
the cooperative or liquidation of its business, any general reserve 
is legally distributed among the shareholders only, each of these 
being entitled to receive a portion proportionate to the number of 
shares he holds in the cooperative; a patrons’ equity reserve again 
will be distributed both to member and non-member patrons on 
the basis of how much the books of the cooperative show as coming 
to each. All this is naturally predicated on the supposition that the 
assets of the cooperative can be turned into cash at the net values 
shown on the balance sheet. (Needless to say that such liquidation 
takes place very rarely in cooperatives which have been doing well 

financially.) 
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The patrons’ equity reserve clearly is a more equitable type of 
surplus reserve than the general reserve, as it is a practical appli¬ 
cation of the principle of equity. It is to be deplored that many a 
cooperative has failed to establish or maintain a patrons' equity 
reserve merely because it involves a little more book work than 
keeping track of a general reserve. 

A revolving fund is also generally treated by the cooperatives 
as a surplus reserve, being shown on the balance sheet under mem¬ 
ber equities. It differs from the patrons’ equity reserve in that the 
money in this case has been voted in by the members for a desig¬ 
nated period, say from one to five years. At the end of that period 
the money is to be paid back to the patrons according to how much 
each has in the fund; this sum again is proportionate to the pur¬ 
chases of each from the cooperative. In some cases the co-op appeals 
to its members to leave the money for another similar period, and 
then again for a third consecutive period, and so on. This is not a 
good practice as in the long run it may cause dissatisfaction among 
the members, and undermine their confidence in the cooperative. 
Besides, the legal validity of such action may be questioned. Any¬ 
way, by such practice the fund ceases to be a true revolving fund, 
as to be that some money should from time to time go out of the 
fund while other money (in accordance with a new vote of the 
membership) comes in. 


8. SELLING TO THE GENERAL PUBLIC 


The Rochdale Society of Equitable Pioneers sold goods also 
to non-members, but in order to avoid the reproach which they 
themselves leveled at profit-seeking storekeepers—namely, that of 
exploiting the public by making profit out of them—they adopted 
the method of giving their non-member patrons a patronage refund 
or dividend at half the rate of that paid to the member patrons, 
placing the difference in the reserve fund of their organization. 

This Rochdale rule of selling also to non-members, with limited 

participation in the “dividends,” has been adopted by the majority 

of the British consumer cooperatives (or distributive societies 

as they are generally called in England), but some of the British 

societies give the non-member patrons a dividend at a quarter rate 

only, while still others allow them a three-quarter rate. There are 

even some which give the non-member patrons the same dividend 
as that given to members. 


,. ., . . . 1^ l'"i ® ^ s been a great deal 

of diversity of opinion in regard to the question of selling to the 

general public. Prof. Gide states that “both in France and in 

Switzeriand this question of sale to the public has been the subject 

Ox endless discussion ’ among the cooperators. Before Hitler’s time 

Germany was the only country where the law prohibited, under 

her severe penalties, the cooperatives’ selling to others than 

stand That* sTle In'* law " ma |* ers in that country evidently took the 

iS inC ° m P^ible with the essential 
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In the United States the consumer cooperatives generally 
practise selling to non-members. Most if not all of these coopera¬ 
tives wisely provide in their by-laws that patronage refunds to 
non-member patrons shall not be paid in cash but must be credited 
in each case toward a share of the organization’s capital stock. 

Those cooperators who are in favor of the method of the 
cooperatives’ selling to the general public, advance the following 
argument in its defense: (1) sale to non-members affords an 
effective means of publicity on behalf of cooperation; (2) this 
method is apt to increase the sales of a cooperative more rapidly 
than if it would sell to its members only, and (3) it will enable 
the cooperative to reduce the percentage of its operating expenses, 
increase the rapidity of its turnover, and enlarge the sphere of its 
operations. 

Those cooperators again who advocate "pure cooperation ’ and 
are opposed to the practise of selling to the general public, argue 
that it is a point of honor for the cooperatives not to be confused 
with or mistaken for ordinary traders, and that the cooperatives, 
therefore, should avoid doing as the traders do. These cooperators 
believe that the habit of selling to the public will result in develop¬ 
ing a mercantile spirit in cooperators and that, it may kill the co¬ 
operative spirit and transform the cooperators into mere traders. 
Happily, such fears are unwarranted in all cases in which education 
in cooperation is not neglected. 

However, we should agree with Prof. Gide when he says: 
“Selling to the public should be allowed only as a means of attract¬ 
ing members and making the society known to the public. Every 
purchaser should be, if not actually a member, at least a candidate 
for membership.” A supposedly cooperative organization, a large 
percentage of whose trade is with non-members, and which makes 
no real effort to change this situation (by seeing to it that these 
non-member patrons will become members as soon as possible), 
is seriously deviating from the beaten cooperative path. 

9. SELLING AT MARKET PRICES 

The Rochdale Pioneers were wise enough not to practise the 
so-called “cost plus” method which consists of selling merchandise 
at the actual cost price (purchase or wholesale price plus actual 
operating expenses). They preferred to sell their merchandise at 
the prevailing market prices. The arguments in favor of this latter 
method are: 

1. If the consumer has to pay the prevailing market prices in 
the business places of profit, concerns, he should be perfectly willing 

to pay the same price to the cooperatives. 

2. If the cooperative would start cutting prices, it would 
invite competition on the part of profit business enterprises which 
often are supplied with much more working capital and have a much 
greater purchasing power (e. g. chain stores). Inviting such a com¬ 
petition might prove disastrous for the cooperative. 
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3. As it is impossible to determine beforehand, with any 
accuracy, what the actual expenses of the cooperative business 
enterprise will be for any particular year or accounting period, 
there is great danger that such expenses will be underestimated. 
This would mean an operating loss which in turn would have a 
depressing and discouraging effect on the membership. 

4. Selling at actual cost would make it impossible for the 
cooperative to show any net savings, in which case it could not dis¬ 
tribute any patronage refunds, nor have funds to create surplus 
reserves or carry on cooperative educational work. 

Particularly in the United States many a cooperative was 
started in the past with an idea that goods will be sold at the 
actual cost price, thus directly eliminating any and all profit. In 
theory this may look all right, but in practice the plan has proved 
a complete failure. The very history of the enterprises of this nature 
irrefutably proves this, as all of these cooperatives have either 
failed, or. to avoid failure, have been compelled to adopt the policy 
of selling goods at the current market prices. It is self-evident that 
wherever and whenever a cooperative starts its business by selling 
at cost prices, it becomes very difficult for it to return to the higher 
(market) prices without losing a great deal of trade. 


10 COOPERATION WITH OTHER COOPERATIVES 

(FEDERATION) 


The fact that local cooperatives in the various countries have 

federated both for business and for educational purposes should be 

considered a logical sequence of the principles of consumer coopera- 

If the consumers realize that to attain certain material and 

>ocial benefits it is important for them to work together on the 

cooperative basis on a local scale, it seems natural that they should 

al.-o realize that it is just as necessary that the local cooperatives 

cooperate with each other in order to attain similar benefits on 
a larger scale. 


Coordination of efforts and centralization undoubtedly are 
desirable for attaining greater efficiency. But, in the cooperative 
movement, centralization should not mean centralization of control; 
it should mean only centralization of administration. The control 
'>perati\e federations should always rest completely with the 
affiliated local cooperative societies. These federations should re¬ 
main voluntary organizations in the true sense of the word. 

Ever\ li\e and progressive consumer cooperative which has 
not yet started to cooperate with other similar cooperatives would 
wisely to do so without delay as such cooperation will be 
definitely to its benefit. It should start cooperating with the nearest 
cooperate wholesale society, and should actively participate 7n 
| development and strengthening of that wholesale organization 
,ch° U . g,Ve the . wholesale its ful)es ‘ Patronage support wherever 

Elated from 8 othe A '° Cal ass °diation which remains 

d f m other slmilar cooperatives and from the cooperative 
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movement in general is almost sure to deteriorate gradually, until 
it finally loses even the last vestige of its cooperative character, 
and either becomes an ordinary capitalistic stock company or goes 

out of existence altogether. , , .. 

The operation of cooperative federations and the part icy 

play in the over-all cooperative program are of such importance 
that a special chapter (Chapter IX) has been reserved for the 

discussion of them in this booklet. , 

It should be mentioned in this connection that when the Roch- 

dale Pioneers and other groups of British consumers began o ur 

their cooperatives, they did not attempt to build them from the 

top down.” for instance by first establishing a cooperative who e- 

sale and then afterwards trying to establish local re ai ^ 

to support the wholesale. Neither did the Englis anc s 

wholesale societies for the first sixty years of thel 5 
any effort to establish retail branches which would be operati g 
under, the direct control of the wholesale in localities where there 
was yet no independent retail cooperative in existence, ns ead ey 
offered their assistance to the local people in organizing an in e- 
pendent retail cooperative. This may be called orthodox coopera¬ 
tion but it is also sound common sense, and such a policy is in acc 
with the generally accepted Rochdale principles. 

In the United States there have been in the past de ^ ' 

tions from the genuine Rochdale methods in the esta is men o^ 
cooperatives. Some cooperative wholesale societies were organized 
in the various parts of the country in such manner that a small 
group of individuals first established the wholesale society, and 
this wholesale then tried to develop local cooperatives for it to 
lean on (in fact the wholesale in some cases went dire o t y a ® . 
and established retail branches with full control over them), t 
needless to say that these enterprises were doomed to fail. 

11. EDUCATION IN COOPERATION 

The Rochdale Pioneers realized from the beginning that if 
they wished to maintain democratic control and f « ster ® 
cooperative spirit in their organization, they had to carry 
constant educational work among their members. F °r this reason 
they arranged to appropriate annually a certain percen g _ 
net earnings to finance such work. Consequently, all genuine R< - 
dale societies used to have an educational fund to which ey year y 
transferred usually from 2 to 5% of their net savings. 

However, the modern tendency among the American coopera¬ 
tives is to treat the educational expenses as a legitimate opera in 
expense, in which case there is no need to create a spec.al educa¬ 
tional fund. It is important that all consumer cooperatives realiz 
the need and value of continuous education in cooperation. a 
the management or the educational committee, or o . 
ized to use a reasonable amount of money each year for th ~ - e 

To make their educational work more effective, cooperative 

business organizations in many countries have orme 
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federations for educational purposes on a district, regional or 
nation-wide scale. The duty of such federations has been and is to 
promote cooperation in every way, to assist in organizing new 
business enterprises on a sound cooperative basis, and to help these 
cooperatives make a success of their business. 

In numerous other cases the business federation of consumer 
cooperatives (the regional or national wholesale, etc.) has estab¬ 
lished its own educational department to take care of cooperative 
educational work in its area. 

Each and every cooperative association should carry on con¬ 
stant educational work along with its commercial and industrial 
activities. This is necessary: 

(1) to secure new members and to increase the sales volume; 

(2) to insure democratic control in the affairs of the coopera¬ 
tive; • 

% 

(3) to attain greater efficiency in business operations. 

Cooperative educational work thus consists of the following 

four main elements: 

(1) general cooperative publicity work; 

(2) development of the ability of the members to control and 
administer the affairs of their society; that is, educational 
work among the members with a view of getting and 
keeping them interested in the affairs of their cooperative 
and making them anxious and capable to exercise true 
democratic control over those affairs; 

(3) special educational work among the present, past and 
future board members (and it should not be forgotten 
that every interested member is a prospective board 
member!) with a view of increasing their ability to govern 
the affairs of the cooperative in an efficient manner: 

(4) technical training of the employees and familiarizing them 
with cooperative principles, practises and policies which 
is done thru residential schools and institutes, thru a 
cooperative correspondence school, etc.* 

All of these four elements of cooperative education are of great 
importance in the movement and should by no means be neglected. 

12. NEUTRALITY 

The Rochdale Pioneers realized that the larger the number of 
consumers who could be induced to combine their purchasing power 
the greater would be the material benefits derived from such con¬ 
sumer cooperation. Therefore, they wanted to build their coopera¬ 
tive from the start on such a basis that all the questions that might 
seriously divide the consumers were to be removed from the 


at Manchester. The National Federation of the'sv^ U p r cooperative college 
(Kooperativa Forbundet) conducts a ver v f efficient^coon^^f UmCr Cooperatives 
school thru which thousands of employees directors and ml 1 correspondence 
increase their knowledge of coooeratinr/ • and ™ e *nbers are able to 

sary in cooperative business. These are examnle<f tech nical sub -> ect s neces- 

carried on by the cooperatives in the various countrieT. P n educational activities 
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sphere of activities of their society, and only those matters dealt 
with on which all consumers could easily unite, irrespective of their 
opinion in matters like religion or politics. 

The Rochdale Pioneers wanted to build a mass organization 
and a mass movement, and therefore concentrated on those eco¬ 
nomic interests that unite the consumers, such as reduction of 
operating expenses thru more efficient management, obtaining the 
necessities of life ultimately at a lower cost, and improving quality 
and service. This led them to follow a policy of neutrality in re¬ 
ligious and political questions, so far as the official attitude of the 
organization itself was concerned. In other words, while the indi¬ 
vidual members of the organization were free to profess any 
religion they chose or belong to any political party of their liking, 
the organization as a whole would not and should not commit itself 
on these matters. 

It was on this policy of* neutrality that, the great strength and 
admirable unity of the British Cooperative Movement was built. 
It was not until 1917—more than 70 years after the establishment 
of the Rochdale Society of Equitable Pioneers—that the British 
cooperatives felt sufficiently unified to go into politics without 
jeopardizing their movement. Even then the British cooperatives 
preferred to establish a party of their own, the Cooperative Party, 
rather than to throw their support to an already existing political 
party. 

It must be remembered, however, that long before the found¬ 
ing of the Cooperative Party the British cooperators in politics 
generally supported the Labor Party. The bulk of this party con¬ 
sisted of members of the British trade unions, and the union mem¬ 
bers in turn in many instances formed the backbone of the local 
cooperative. In Parliament the representatives of the Labor Party 
generally advocated and supported legislation that was favorable 
to the cooperatives. Even after the establishment of the Cooperative 
Party the Labor M. P.'s have generally remained supporters of 
Cooperation. It is therefore natural that the relations of the two 
parties are amicable and that generally harmony and good will 
prevails between them. 
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CHAPTER V 


Organizing 


Consumer Cooperatives 


The first decisive step in organizing a consumer cooperative 
is to call an organization meeting. Such a meeting, to be successful, 
should be well prepared and well advertised to ensure maximum 
attendance. All available information concerning the successful 
operation of cooperative business enterprises of the contemplated 
type should be procured for the meeting. 

Nowadays, when there are regional cooperative wholesales 
operating in the various parts of the United States and Canada, 
nearly all of the directive work in establishing new consumer 
cooperatives is done by these regionals. They have trained field- 
men devoting all or most of their time and effort toward helping 
to organize new retail units in localities or areas in which there 
are yet no such cooperatives. 

However, it is desirable that individuals interested in and 
sympathetic to cooperation and the cooperatives have an opportunity 
to stud} the requirements for a successful establishment of new 
cooperative units. For that purpose this chapter has been written. 


What to Consider at the Organization Meeting 

At the organization meeting the following matters should be 

given careful consideration before any definite action is taken to 
launch the cooperative: 


1. Is there a sufficiently large number of people in the locality 
who are interested in starting a consumer cooperative and who are 
whiling to take shares in it? 

In cities a consumer cooperative which proposes to open 
a regular business place and hire a full-time manager should not be 
started with leas than 300-350 members and $5.000-$6,000 initial 
(paid-in) share capital. Starting with a smaller group and less 
capital may mean a great deal of difficulty and grief. 

2 Do those people who come to the organization meeting 

actually know what they want'’ Are they sufficiently united on the 

type of organization which would adapt itself best to the local 

conditions and local needs, or which would be the easiest to operate 

Jueceatfully? A unanimous or at least a nearly unanimous vote in 
this respect is desirable. 

” aV V he peop1 '- who to the organization meeting had 

rofficient contact with each other prior to the meeting to be able 
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Mt- ♦ W/.arri nf directors? This is a very important 
to select an efficient hoard 01 aireci^a. 

pOI,1 V the peo pie attending the organization meeting are not 

well acquainted with each other a ^ r ^„“ f ul ty C From the view- 

in which the 

members^doiVt Know each other is a weak organization, and no 

♦ imo «ihnijld be lost to remedy such a condition. . . T , 

time should an able and reliable manager in sight f The 

manager should ^ not only an able business man but a good depend- 

ablecooperalor as wclL , g usually left to the temporary 

The ^eicci . t th decisive organization meeting, 

board of directors elected at the deti.at u ^ ^ coope ralive 

This boarc lw t recommend for manager someone who 

regional and ask them bru cooperator. 

iS n n 0 nl p y a^cu n »aHy y .n a ci^ ft Uimpo^ant that the group find 
out as eLly as possible as to whether or not a suitable business 

lOCa This C question’bo'” usuauTreferredthe" temporary board, 

but it might be wise todiscuss 

ilSSX it easier for the temporary board to 
find a satisfactory solution. 

Matters to be Determined 

If after a careful consideration of the above questions, the 
+ * rntpQ to organize a cooperative, it should then proceed to 

paTs on Ihl foTlowfng matters which must be determined before 
the organization te-corporated^ The d ..co¬ 

operative” should be a part of the name. A short name ^witi wo 
operai _ nr^fcrable The name must be such as 10 

d!stInguUh W the cooperative from other simiiar cooperatives operating 
in the state^^ ^ and scope of the organization’s business 

than tZZZSZ 

UndS 3. W Determlne > °he r authorlz^ed^capitalization of the^ as.ocation 

(provided it is to be organized with share capital), 

of the shares. . , 1 ^ u f niir five times as 

The authorized capitalization shou fee raised before the 

large as the amount of share capi a _ . xhe laws of most states 

Tt n he g Union e pr^de' th-^hf pa"d-tn share capital at the star. 

°of business must be at U.- *0% -: th. -"^1 to be 
4. Determine how the aftairs should b e made for an 

controlled and admimstere . , , , also for the election 

annual meeting of the members or shareholders, also for tne 
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of a board of directors, to be conducted by ballot at each annual 
meeting. 

It is desirable to hold membership meetings oftener than once 
a year. However, provision for other meetings than the annual 
meeting can be made in the by-laws. 

The number of directors varies with the size and needs of the 
organization. Seven directors is the favored number. Larger local 
organizations have nine or eleven. Regionals usually have from 
11 to 15 directors, sometimes even more. 

The ideal arrangement, purely from the viewpoint of demo¬ 
cratic control, is to elect the board to serve for one year (between 
two annual meetings). However, many larger cooperatives provide 
in their by-laws for two or three-year terms for their directors, 
to ensure greater stability of administration and perhaps greater 
efficiency of control by the board over the management. In such 
cases only part of the board is elected each year. 

5. Determine the term of the legal duration of the organiza¬ 
tion. This legal duration varies in the different states of the Union. 
Some states provide for a term of 20-30 years; others (e. g. Minne¬ 
sota) 50 years. In Wisconsin the legal duration is perpetual. 

6. The law usually requires also that a maximum indebtedness 
that may be incurred by the cooperative must be determined. This 
may be fixed either at some absolute amount or in some definite 
relation to the share capital. (For instance, the articles may provide 
that the indebtedness shall not exceed the amount of the paid-in 
share capital). 

7. The law usually further requires that the fiscal year be 
determined and stated. 

Most of the cooperatives in the United States have chosen the 
calendar year for their fiscal year but if the co-op is ready to start 
in business for instance September 1, its fiscal year could be con¬ 
veniently fixed to start on that day. 


Articles of Incorporation 

All the above provisions are to be included in the articles of 

incorporation (sometimes called articles of association) of the 

cooperative which is being organized. These articles have to be 

signed by at least five individuals who are acting as the legal 

incorporators of the organization. Each one of these incorporators 

must have subscribed for at least one share of stock in the proposed 
cooperative. 

The articles of incorporation must also include the names and 
addresses of the individuals who are to serve as a temporary board 
of directors until the first annual meeting. For the sake of con¬ 
venience the members of this temporary board usually serve also 
as incorporators, or vice versa. 

Some states in the Union provide printed blanks for the 
articles of incorporation to be obtained from either the secretary 
of the state or some other state department. In such a case the 
blank has to be filled out on the basis of the decisions of the organ! 


so 
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!“ ^Ruo require that the article of Imorporat >...i 
murt *£ pubh.hed >n two consecutive i-w ; . of any I.■««' •««>£ 

“^ r tS«- county »nd th.. proof of n^ch publhatton m U , >■ f ■ d 
A t^ the KcrrUry of rtete or the department with which the 

articles are filed 

Provided the retail cooperat.ve need not hire an attorney to lake 
care of the incorporation proceeding* the cost* fortheMrne(h»clud 

tnfe*regionaU usually are glad to give .^stance in the incorporation 
procedure. In M.nnewta the cooperative department functioning 
under the Jur^diction of the department of .griculture da.ry .nd 
XS also furnishes *uch service free to the cooperative, of the Mate 
Some other state* in the union have similar arrangement*. 

Considering the fact that each state in the Union has lU own 
Statutes and that there are various differences in the statutes got 
filing cooperative organizations, it would always be wise for some 
one connected with the organizing of a cooperative to prom;, 
set of such statutes and have it on hand at the organization meeting. 

In some states, a copy of the statutes under which the contein- 
nl i ted organization is to be incorporated may be obtained either 
from the secretary of state’s office or from the department of 

agriculture. 

By-Laws 

In case enough preparatory work has been done before the 
calling of the organization meeting, to have a set of by-law. worked 
out for the new organization, the meeting should pass on the same 
Otherwise a committee should be elected or appointed to draw up 
or Drocure such a set of by-laws which later must be submitted to 
a meeting of the general membership for their approval. Care 
should be taken that the by-laws do not contain any provisions tha 
are at discrepancy with the statutes of the state. 

The committee on by-laws would do wisely to turn ei th«r to 

the nearest cooperative central organization or the j[ or * ‘ ; 

of mc^l by-laws. Such model by-laws have been worked out for 
the prevalent types of consumer cooperatives (cooperative store . 
cooperative oil associations, credit unions, etc.) 

In some states the cooperatives may be required by law to ™b- 
mit their by-laws to the Attorney Generals office for 
The idea is to give the A.G.’s office an opportunity to a^eertainU * 
there are no provisions in the by-laws which are contradictory 
or at variance w*ith the provisions of the existing .statutes. 
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Rules to be Observed in Organizing a Consumer Cooperative 


In organizing a consumer cooperative, the following rules should 
be observed, as they will undoubtedly help to make the enterprise 
a success: 

1. For your first effort in consumer cooperation preferably 
choose a line of business which requires neither a very large num¬ 
ber of consumers to get started, nor a large initial working capital. 

Perhaps the easiest type of consumer cooperatives to organize 
is the credit union. Credit unions have been organized with less 
than 50 initial members, and have succeeded. However, as a credit 
union is an exclusive and highly specialized type of consumer coop¬ 
erative, organizing of a cooperative store or an oil association, or 
tin rural communities) of a farm supply cooperative would be of 
much greater significance for the cooperative economy as a whole. 

2. If possible, start with a line of business in which the margin 
between the retail and the wholesale prices is relatively wide. It 
will be easier to operate such a business successfully. 

As long as there is an edge in the margin between wholesale 
and retail prices in favor of petroleum products, as compared with 
groceries, a cooperative oil association is probably the type of 
consumer cooperation that should be recommended in cities where 
people generally own and operate automobiles, or in well-estab¬ 
lished farming communities where tractors are in general use. In 
-uch localities the consumption of and demand for petroleum prod¬ 
ucts is likely to be sufficiently large to create a basis for operating 
a successful cooperative oil association. 

3. Choose preferably a business in which, in the beginning. 

relatively few commodities are to be handled. Such a business will 

be easier to operate successfully than some other more complicated 
line. 

Here again a cooperative oil association or a farm supply coop¬ 
erative is better adapted for the purpose than for instance a cooper¬ 
ative store. In an oil association only a limited number of com¬ 
modities need to be handled while in a cooperative store the number 
of commodities to be handled is much larger. Besides in case 
the cooperative handles fresh vegetables and fruit, it must contend 
with the problem of spoilage, and for an up-to-date meat market 

it is necessary to acquire rather expensive equipment (refrigerators, 
etc.). 


4. Start preferably with a line of business or service in which 
there is a cooperative regional (wholesale) operating within a 
reasonable distance from your locality. It will be much easier to 
makt- a good start with the assistance of the regional. 

No progressive consumer cooperative should fail to join the 

am^^ememhPr' 6 **!*"£? or re e ional and loyally support the 
siime. Remember, in union there is strength! 

Of h,?Mo« D ° n \ St t rt consumer cooperation in your locality in a line 
j > ess which is seasonal (such as dry-cleaning, distribution of 
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cu*l, tic >, or which Um* carrying of stocks of merchan- 

(j ;4 , >r» tub,i<1 to whim» oC CmMod Of • %r * < ■ 

A c cook 

line of «t*pie goudi (groceries, njeil*, petroleum priKlucU. etc 

ii m mMccmm **** -- " f ■" ^ m an> of the*** im«‘> 

the cooperative has grown to be » neUtiv.ly k*rge bu«lne«», it will 
be* comparatively easy for it lo add such line* »* dr>-g<>od*. Hard, 
ware coal. drug*. etc, or such services as laundry, dry-cleaning or 
rt-tauranl An averaged sired family of four in a city will M»end 
probably 5400-5500 a year on groceries and meat*, 
less than one- tenth of this on laundry and dry cleaning Therefore, 
to start successfully a cooperative laundry or dry-cleaning business 
reouire* the patronage support of ten times as many families as in 
the case of a cooperative grocery and meat market doing the am 

volume of business 

6 Do not fail to make an effort to educate the people whom 
you expect to join your cooperative, or who perhaps have already 
joined it that they will thoroly understand the true nature of 
cooperation and cooperative business, and be capable of administer¬ 
ing the business successfully 

A good plan would be to organize first several discussion 
groups among the prospective members of the contemplated coop¬ 
erative and study both the theory and practice of cooperation in 
the<e groups, until a dependable nucleus of advanced cooperators 
has been developed. After that the actual cooperative business ven. 
ture may be started with much greater safety and assurance of suc- 


ln organizing and conducting discussion groups or study circle* 
valuable assistance and necessary materials may be obtained from 
the educational department of the nearest cooperative wholesale 

or regional. 

Nowadays when a number of cooperative regional in the 
United States are operating a cooperative correspondence school, it 
would be advisable, particularly for every new cooperative, to 
financially assist their most active members as well as the most 
wide-awake and ambitious among their employees—to enroll for a 

suitable home study course. 

Intensive preliminary education in cooperation is necessary 
Darticularlv before a cooperative store is organized. A cooperative 
store can be safely organized only in a locality in which the people 
have already acquired some training in consumer cooperation or 
in which a good deal of cooperative educational work has beer* 
done and a number of dependable cooperators have been developed 

In a large city it would be risky to attempt to launch a coop¬ 
erative business venture expected to depend for patronage on sym¬ 
pathizers scattered w r ell over the w r hole city. It would be muc * 
to have the new cooperative lean chiefly on consumers residing I r. 

a limited section or neighborhood w'ithin that city. 

7 When a cooperative organization is still young, or even 
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before it has started in business, numerous meetings should be held 
of the people interested in the enterprise. 

This is particularly important in cities where people, as a rule, 
do not have an opportunity to learn to know each other. A con¬ 
sumer cooperative will remain weak as an organization as long as 
its members have not come to know each other fairly well. Effective 
democratic control, too, will be impossible until the members become 
acquainted with each other. How can the members select an effi¬ 
cient and dependable board of directors if they don’t know each 
other? 

8. Don’t be in too much of a hurry to start. Test the people’s 
determination of purpose, and their readiness to really support the 
cooperative, before you launch any kind of a cooperative enterprise. 

No cooperative ever regretted a start preceded by thoro delib¬ 
eration and a good deal of education. On the other hand many a 
cooperative enterprise which was started with a bang, but with 
little or no educational preparation, has come to grief. Either it has 
suffered a severe set-back or has gone out of business. 

However, it should be noted that it isn’t wise to let the 
organization process drag out too long either. When a decision to 
open a certain cooperative business once has been definitely reached, 
provision should be made to have an effective machinery to carry out 
the decision energetically and without any undue loss of time. 
Experience has proved that the psychology of the people is a factor 
not to be overlooked, and if things are allowed to drag, many 
people who originally intended to join and take shares may fall 
off thinking that the plan will never materialize. 

9. Don’t start with inadequate capital. If the consumers in 
your locality are not ready to furnish adequate initial working 
capital with which to organize the cooperative, it would be better 
to postpone the opening of the business, and to get busy enlarging 
and strengthening the organization thru continued educational effort. 

Lip-service, often so readily given to the cooperative idea, does 

not mean much. If the people in your community whom you expect 

to become members cannot afford to pay for a share in full at one 

time, terms of payment commensurate with their ability to pay can 
always be arranged. 

However, in organizing a cooperative business enterprise a 

great deal of needless duplication of effort can be avoided if the 

prospective member who is willing to sign a pledge to take a share 

or shares is expected or required to make at the same time at least 

a substantial down-payment on the same, if he cannot pav for the 
shares in full at once. ‘ 


w/hn S V/vf th ^ your board of directors consists of individuals 

on them h 'Th 3 u P SenSe ° f res P° ns *bility the trust conferred 

directors of' thelr^ooperative. ° rganization in electin S ‘hem as 
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CHAPTER VI 

Fundamentals of Cooperative 

Administration 


There is need among the cooperatives and in the cooperative 
lera&igaology to distinguish between administration which refers to 
the supervisors’ work of the board of directors, and management 
which cover* the executive work of the manager and his assistants 
'department heads, branch managers, etc.). 

function'* of the Board. The main functions of a cooperative 
board of directors are: Cl) to adopt business policies for the guid¬ 
ance of the management; these busint-ss policies naturally should 
be iii accordance with the statutes governing the cooperatives, and 
with the general policies laid down by the membership; (2) to guide 
and supervise the executive work of the manager; this is sometimes 
called the control function; (3) to direct and coordinate the work 
of the various auxiliary committees (sub-committees) that may be 
ne e ded for effective administrative control, particularly in the 
larger cooperatives 

Haw Many Directors? It is not advisable to have more than 
eleven members on the board of a fair-sired cooperative, because 
a larger number may have a tendency to make the directors careless 
about their attendance at board meetings A director may feel that, 
a» there are so many others on the board, his presence at the board 
meeting U uniwcruar)’ With other directors feeling the same way, 
the attendance might actually be small. 

Beside* in case the directors are compensated for attendance 
it board raeetin.;*. administration expenses are likely to run unduly 
hag.*, with a large number serving on the board. There might also 
b*> too much argument at board meetings, with so many participating 
in them Thi* might decrease' the efficiency of the board, as often 
mutvy rook* spoil the broth ". In the case of a small organization 
it also might become difficult to find enough individuals among 

the tr ember* of the organization who would actually make efficient 

directors. / ^ ; =; •; _ . i - f £ > | 

Oo the other hand it is not desirable to have les* than seven 
on the board of the average retail cooperative. From the 
pnaparthvi point of view it u not advisable to concentrate adminis¬ 
trative power in the hands of a few. as this might jeopardize effec- 
ti\«* democratic control. If the cooperative has only five directors. 
ihfVT of these would form a quorum at the meetings of the board 
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and two directors, a majority of the three, could actually decide im¬ 
portant matters concerning the whole membership of the coopera- 

Terms of Directors. The term of cooperative directors in the 
United States generally varies from one year to three years. The 
one-year term may be said to be the most desirable purely from the 
viewpoint of democratic control, but from the viewpoint of ef lciency 
a longer term is desirable. The general trend among the cooperatives 
when they grow in size is to adopt either a two-year or a t rce \ eai 

term for their board members. 

The Cloquet Cooperative Society, of Cloquet, Minn, is a re¬ 
markable example of a cooperative practising the one-year term. 
From its inception (in 1910) it has tenaciously adhered to its 
original one-year term for board members, in spite of the fact that m 
1946 it had nearly 4.000 members and almost a hundred employees. 

In the case of cooperative regionals or district, federations it is 
generally admitted that a longer term (usually three years) is 

ciGsirsblc. 

Qualifications of Board Members. A cooperative which does 
not have an efficient and wide-awake board of directors is weak 
organizationally and will be subject to great dangers until the 
situation has been remedied thru general education in cooperation 
supplemented by special training or education in effective admin- 

The following qualifications may be justifiably required of the 
men and women who are elected to serve on the boards of directors: 

1. That they are genuinely interested in the welfare of their 
organization and the cooperative program as a whole, and that they 
give their cooperative the fullest possible patronage support. 

2 That they are conscientious, and accept the position of 
director in the cooperative with a keen sense of responsibility; that 
they can be depended on being punctual in attending the meetings 

of the board. , , , , _ 

3 That they are loyal and wide-awake cooperators who have 

a keen vision of the social and economic significance of cooperation 

and its great possibilities. , . , 

4 That they understand something about business or at eas 

make it a point to inform themselves as rapidly as possible about 

the problems of the business they have been called to supervise 

# 

311 S.'^That they are progressively minded, but not too easily 
influenced (that is, have “back-bone” when such is needed). ie> 
should also be fairly aggressive and should show initiative. 

6. That they are honest and above-board, level-headed, bioaci 

minded, and tolerant in regard to other people’s views. 

•7. That they are reasonably self-sacrificing and do not expect 
to be paid for every little service they render to the association an 

to the cooperative movement. , . H 

8. That they are persons of good and sound judgmen 
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cannot be led easily to make unwise moves that might harm the 
cooperative instead of benefiting it. 

In addition to these there is the legal qualification which 
requires a board member to be a registered shareholder in the 
cooperative. 

Major Activities of the Board. The major activities of an 

average local cooperative board should, and are likely to, consist 
of the following: 

1. Electing once a year their own officers and. whenever the 
need arises, a manager. 

2. Formulating definite business policies for the guidance of 
the manager, and supervising the execution of these policies. 

3. Studying the manager’s monthly business report and taking 
steps which the facts disclosed by this report may warrant. 

4. Supervising the finances of the cooperative (including con¬ 
trol of cash, raising of sufficient working capital: supervision of 

inventories, checking on accounts receivable, depreciations insur¬ 
ance policies, etc.). 

5. Guiding and coordinating the work of the various commit¬ 
tees that operate within the cooperative (membership, inventory, 
finance and educational committees, etc.). 

6. Reporting periodically to the general membership. 

7. Watching that the management gives , the fullest possible 
patronage support to the regional wholesale of which the coopera¬ 
tive is a member, and consistent preference to CO-OP label goods. 

8. Seeing to it that membership activities (educational social 
and recreational) are kept alive in the cooperative. 

?' Maintamm S friendly relations with other cooperatives in 

le locality and cooperating with them wherever and whenever 
possible. 

proper and desirable community rela- 

aem^aint^ri 11 ^ communit y activities; getting the community 

acquainted with the cooperative, its work and its significance- 

deVe p°ff- m * g c °™ munit y leadership within the cooperative, etc ) ’ 

the af£ir ,e nf * d ™ in * tration - To exercise efficient supervision over 
, p , , & . e u siness, and to help the management to get satis- 
ry business results, the board of directors should: 

fn h l egUlar i ly and often enough (at least once a month) 

, 'I ® ° keep close track of the development of the business 
and to get well acquainted with all of its major problems. 

Develop unity and harmony in the hnarri 
always yielding to the majority in cases in which there is a divSon 
of opimon. Cliques and factionalism should not be tolerated 

hensive renorlrn^lh^r mana ° er regular a «d sufficiently compre- 
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capital so that the management is not handicapped by lack of funds. 

5. Faithfully carry out the decisions of the meetings o t ip 

general membership. . . 

6 Keep the membership informed (thru periodical reports) 

about their work, and about the general progress of the cooperative. 

Business at Board Meetings. All board meetings s ou e 

conducted in accordance with an agenda or order £ e "^fd^nT and 
should be prepared either by the secretary or the president and 

approved by the board nes s at a well . con ducted board meeting may 

properly consist of the following items: (1) reading of the minutes 
of the previous meeting; (2) unfinished business; (3) managers 
monthly 3 report about the condition and results of the business; 
W a general analysis of the business results obtained in the previous 
month; (5) plans for improvement and expansion, (6) a rtp t on 
educational work and discussion of plans for continued e orts 
along the lines of cooperative education; (7) communications from 
the regional, other cooperatives, etc., and (8) other new business. 

In case the cooperative has a separate standing committee on 
education— every progressive cooperative should have one—the 
board as a rule need not discuss educational problems but may 
refer them to the educational committee. However, there should be 
close cooperation between the two committees. 

The Board and the Manager. The presence of the manager at 
all board meetings is desirable and should be made obligatory. He 
should be there to report about the progress of the organizations 
business and to make to the board recommendations m regard to 
the future activities of the co-op. The better informed the manager 
keeps the board members on the affairs of the organization, the 
more confidence in the manager is this likely to inspire. A manager 
who is a true cooperator will not hesitate to gi\ e to e 
members at all times every bit of essential information which may 
tend to increase their efficiency as directors. Conscientious board 
members on the other hand will appreciate receiving such inform 
tion and will feel more friendly toward the manager ioi his g S 

them such information. _ i„„,iici+ivpness 

The manager should appreciate and encourage c\ . . 

on the part of the members of his board. A director wm ^ 
discharge his duties conscientiously and wants to inform 
and for that reason keeps asking a lot of questions at board mee^ 
ings usually is an asset to his organization. Therefore, the ma ~ 
should not only be willing to answer fully all questions asv . 
board members, but he should invite such questions. 

Regular and accurate monthly reports by the manager o 
board of directors are necessary to enable the board to _ g 

affairs of the organization intelligently and efficient y. and 

by the manager will keep the board posted on the p ' ?®\ n ‘' oi the 
will make it possible for them to help improve the con _ orable 
business, eliminate losses and leaks, counteract ai . 
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business tendencies, and, in general, obtain better results. Accurate 
monthly reports are to the board of directors just as important as a 
reliable navigation chart is for the captain of a ship. 

Should the Manager Have Free Hands? The board of directors 
should effectively supervise the work of the manager. That is why 
board meetings should be held at least once a month, and why the 
manager should be made to give the board an accurate and detailed 
report about the condition of the business and the business results 
obtained during the previous month. 

The manager s duty is to manage, to the best of his ability, the 
affairs of the organization between the board meetings. The board 
should pass on important matters of business policy and procedure, 
being in turn governed in its actions by the decisions of the 

membership meetings. It is up to the manager to carry out the 
decisions of the board. 

With the exception of general routine matters and detail work, 
it may not be wise to give the manager of a cooperative free hands 
to do as he sees fit. However, it is legal and proper for the board 
of directors to delegate certain of its powers and duties to the 
manager whenever, in the opinion of the board, the best, interests 

of the organization are served thereby. 

The board of directors has only as much authority as the gen¬ 
eral membership of the cooperative wish to give it, and the manager, 
in turn, has only as much authority as the board of directors deem 
wise to give him. The more responsibility for the running of X 
a fairs of the organization the board takes upon itself without 
causing the administration expenses to grow out of proportion or 
without interfering with the management and thereby decreasing 
its efficiency -the better it will be, as a rule, for the organization 
o maintain harmonious relations between the board and the 
manager, it is very essential that a clear understanding be reached 

f ?H tW l aS *° ? USt Where the auth °rity of the one ends 
and that of the other begins. 

• Y •'? U I the Str ° ngest and most successful are those cooperatives 

a W iI' 1C ? the member ship is wide-awake and interested and in 
winch the board of directors is “on the job”, and is capable of 

tionsh d ‘ rect, ‘ lg , the affairs of the organization. In such organiza- 
tions the board does not hesitate to change managers whenever 

iciency or other considerations make such a change advisable. 

. . board member, to be efficient in the discharge of his duties 

as win ^ Capable of an alyzing a statement of assets and liabilities! 
of th aS A n ° peratmg statement, so as to form an intelligent idea 

audUorTr r ^ and be abIe to ask ‘he manager "orlhe 

aud.torl questions to the point, concerning the same. He should 

of t h 'e re la t i ' i Y rT' Y ^ te / mS Used in acc °unting. have an idea 
financial r * P ° r ance ^be various items appearing on a 

and ratios Ttwon’/tak Under f and the significance o? perc!n°ages 
sense to leaYniv V6ry ® ° r any ° ne with ordinary common 

asking questTons and iikf ’ ^ " de6pIy interested, keeps 

s q estions and takes advantage of the educational work car- 
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ried on by the regional or the cooperative educational federation. 

Usually there is on the board at least one member who has 
attained a good understanding of financial statements and reports, 
but it is in the interest of every cooperative to try to increase the 

number of such members ss time goes on. 

The Board a Business School? The board of directors of a 

voung cooperative usually becomes a regular business school which 
gives valuable training to its members. This will be true particu¬ 
larly if board meetings are held regularly and at reasonably frequent 
intervals if these meetings are well attended and are conducted in 
a*business-like manner, and if the manager is willing at all times 
to give the board information about the business and its problems. 
It is highly desirable that as many members as practicable will re¬ 
ceive such training. This, too, speaks in favor of a board of seven 

or nine, rather than five members. . . 

From this same point of view it is also advisable to inject from 

time to time “new blood” into the board of directors, even if the 
board as a whole has successfully administered the affairs. If the 
sains men are elected to the board from year to year, they, are 
inclined to become autocratic and be less apt to take into consider¬ 
ation the interest and the wishes of the membership. Besides, if the 
board is to be a school in which the members may learn about the 
business affairs and business problems, as many members as possi¬ 
ble or practicable should be given an opportunity to serve on the 
board and to get such schooling. The more members who receive 

such training, the stronger the organization will be. 

Even if the incumbent board has been fairly efficient, a few 
new members on that board might improve its efficiency still 
further A so-called “staggered” method of electing directors will 
easily provide a chance for the general membership to make from 

time to time desirable changes on the board. 

However, under normal conditions it is a wise rule to retain 

on the board of directors from year to year at least some if not a 
majority of experienced board members. When the cooperative grow:- 
into big business it would no longer be wise to treat its board of 
directors as a school. The proper schooling in that case if such 
schooling is needed—must be done before any new members are 
drafted to serve on the board. For this purpose the cooperatives 
might do wisely to conduct special week-end courses with the view 
of developing a reserve of capable and efficient board member 
material, or they could make use of the Cooperative Correspon ence 
School which offers a home study course for this purpose. 

The larger the cooperative grows, the more there will be ac 
stake in the business way, and the more important it becomes to 

select the board members with utmost care. 

Election Methods. Usually the board of directors is e j ec £ a 
by ballot at the annual meeting of the cooperative. This is undoubt¬ 
edly a better method than electing the board by a mail vote of me 
members. The latter method may appear very democratic on t e 
surface but it induces members to stay away from the annual mee - 
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.Tig, deprives them of an opportunity to get acquainted with the 
eand.dates nominated for the board, and often results in the same 
board ? bemg t ic-cted from year to year. It also makes electioneering 
easier and is perhaps more apt to foster factionalism and clique rule 
than if the election were conducted in an open meeting. 

In .arge cooperatives democratic election of the board of direc¬ 
tor? becorm ? a more complicated problem. The consumer coopera- 
uvr ; in the different countries have devised various ways and 
to -- :.e this problem in a satisfactory manner. Some of these 
methods are discussed in Chapter IX. 

Women on the Board. Should women be elected to serve on 
the boards of directors of our business cooperatives? 

Ve? provided they qualify as board members, but not just 
nec < *u--e they are women. Women should be encouraged to take 
sc* . e part in the over-all program and in the actual practical work 
<>t the cooperatives They generally do the buying for the household 
.- I thus come in close contact with the cooperative, particularly if 
it is a cooperative store. 


In t ie Central Cooperative Wholesale group about 10% of the 
jir«-ctors are women Women have been serving on the board of 
-urector? of ?uch a large and successful cooperative as the Cloquet 
Cooperative Society which was doing over a million and a quarter 
dollars business in 1946 . 


There i? a great deal of latent talent among women. This talent 

- : >uld be discovered, developed and used in the interest of the 

n iovement, 
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CHAPTER VII 


Definitions and Classifications 


It is no easy task to define, precisely, the word “cooperation” 
in the sense it is used in economics or by cooperatives and coopera- 
tors, because of its varied aims and forms and because of the wide 
field of activity it covers. Anders orne, in his book. “Cooperative 
Ideals and Problems”, makes the statement that “Cooperation, as 
generally understood today, is a term which like philosophy and 
religion defies exact definition.” However, we shall give here a few 
definitions, or attempts at definition; 

DEFINITIONS OF COOPERATION 

“Cooperation is organized action, on the basis of equal rights. 

for any socially useful purpose, to attain certain objectives in the 

economic, social, educational and recreational fields of human 
activity or interest.” 

Cooperation is a definite form of economic action in which 
groups of people, organized on the basis of equal rights, safeguard 
their economic interests either in the field of production or in dis- 
tnbution or public services, with the purpose of extending their 
activities so as to ultimately comprise the whole society.” 

Cooperation is an economic system arising out of the direct 
interests of those participating in goods and services as such It 
assumes the form of undertakings established by those who desire to 

operatlons and activities carried on by these under¬ 
takings, for the purpose of promoting their domestic economy or the 

Problems ) ° ccupatl °"-” <Anders brne, Cooperative Ideals and 

DEFINITIONS OF A COOPERATIVE SOCIETY 

We also wish to quote a few definitions of a cooperative societv 
given by various authors; society 

coo P erative society is a voluntary association in which the 
people organize democratically to supply their needs thru mutua! 
action, in which the motive of production and distribution is service 

labor' Thai’] “ij " ^**1 11 is the aim that Performance of useful 
labor shall give access to the best of rewards” (1 p w^i 

Cooperative Democracy.) S ' (J. P. Warbasse, 

described^armembe^'tho 8 aT indwtuaTs ^‘cthribuied'jfa 


64 


FUNDAMENTALS OF CONSUMER COOPERATION 


fund of capital to be employed under their collective direction for 
trading purposes in providing for their needs as producers or as con¬ 
sumers.” (F. Hall. Handbook for Members of Cooperative Com¬ 
mittees.) 

“A cooperative society is a special form of economic organiza¬ 
tion in which people work together for definite business purposes 
under certain definite business rules. * (Smith-Cxordon & O Brien, 
Cooperation in Many Lands.) 

DEFINITIONS OF A CONSUMER COOPERATIVE 

“In a broad sense a consumers’ cooperative society exists every 
time that a number of persons, feeling the same need, join together, 
collectively to satisfy this need better than they could do by indi¬ 
vidual means.” (Chas. Gide, Consumers’ Cooperative Societies.) 

cooperative society for consumption appears at first sight 
as an association of consumers for the purpose of procuring advan¬ 
tageously all or some of the commodities necessary to satisfy their 
needs.” (Ernest Poisson, The Cooperative Republic.) 

Mr. Poisson’s definition would be more complete if the words 
“and services’* were added after the word “commodities . 

CLASSIFICATION OF CONSUMER COOPERATIVES 

A complete classification of cooperative societies or even of 
consumer cooperatives is almost as difficult to attempt as a defini¬ 
tion of cooperation, because of the great variety of existing cooper¬ 
atives and their combinations. However, we give here two classifi¬ 
cations which should cover most of the consumer cooperatives that 
are in actual operation in the various countries. 

I. Purchasing and Distributive Societies 

1. Retail Societies 

General stores 

Grocery stores 

Meat markets 

Hardware stores J (These seldom exist alone; they 
. Dry Goods stores are usually operated as depart- 

Drug stores \ ments of a general consumers’ 

cooperative ) 

Societies distributing milk (and other dairy products) 

Societies distributing petroleum products (Cooperative 
oil associations) 

Societies distributing lumber (Cooperative lumber com¬ 
panies or yards) 

Societies distributing coal (Cooperative coal compan¬ 
ies) 

Societies combining two or more of these activities. 

2. Wholesale societies not having any productive establish¬ 

ments. 

I 

II. Service & Supply Societies 

1. Credit societies (and their central organizations) 

m. 
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2. Insurance societies (life, fire, automobile, etc.) 

3. Housing societies (These sometimes operate their own 
stores, gasoline filling stations, etc.) 

4. Building and loan societies (Mostly semi-cooperative in 
character) 

5. Restaurants, cafeterias, hotels and boarding houses 

6. Laundries and dry-cleaning establishments 

7. Telephone societies 

8. Electric supply societies 

9. Societies furnishing mortuary and funeral service (Co¬ 
operative burial associations) 

10. Trucking societies, serving consumers 

III. Productive Societies 


Consumer cooperatives engaged in production only (very 
few societies belong to this group; probably none in the 
United States) 

IV. Societies partly distributive, partly productive 

1. Retail store organizations (including co-op oil associa¬ 
tions and farm supply cooperatives engaged in produc¬ 
tion also) 

2. Wholesale organizations, engaged also in production 

3. Cooperative bakeries, operating their own delivery trucks 
and delivering directly to the consumer 

4. Consumer-controlled cooperative creameries operating 

their own delivery trucks and delivering directly to the 
consumer. 


V. Societies partly distributive, partly service 

1. Distributive societies engaged also in the function of any 
of the service societies 

2. Service societies engaged also in the distribution of some 
commodities. 

Another Classification. Another basis which could be used in 

classifymg all consumer cooperatives is suggested in the following: 

* Consumer cooperatives supplying food (and food products) 

2. Consumer cooperatives supplying clothing (and dry goods) 

. Consumer cooperatives supplying hardware and household 
goods and appliances 


4. 

5. 

6 . 


Consumer cooperatives supplying housing 

Consumer cooperatives supplying heat, light and power 

Consumer cooperatives supplying transportation (of goods 
or persons) & 


7. Consumer 

8. Consumer 

9. Consumer 

10. Consumer 
(laundry, 

11. Consumer 


cooperatives 
cooperatives 
cooperatives 
cooperatives 
dry cleaning, 
cooperatives 


supplying credit 

supplying insurance protection 

supplying medical and health care 

supplying other personal services 
funeral, etc.) 

supplying education and recreation 


SOCIETIES PARTLY CONSUMER. PARTLY PRODUCER 
These consist of two main divisions: 
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I. Consumer cooperatives partly engaged in producer activities: 

1 . Cooperative stores (including farm supply cooperatives), 
also marketing certain products of their members. 

2. Farmers’ exchanges (retail and wholesale). 

II. Producer cooperatives partly engaged in consumer activities: 

1 . Cooperative elevator companies, also handling certain 
supplies (feed, etc.) for their members. 

2. Farmers’ cooperative creameries, also handling petro¬ 
leum products, feed, binder twine, groceries, etc., for their 
members. 

CLASSIFICATION OF ALL COOPERATIVES 

Among classifications that take in all kinds of cooperative 
societies (both consumer and producer), attention is called to one 
given in Smith-Gordon & O’Brien’s book “Cooperation in Many 
Lands”. In that classification, all cooperatives are divided into: 

I. Cooperative societies for production: 

1 . Cooperative societies for production of goods 

2. Cooperative societies for production of services. 

II. Cooperative societies for consumption: 

1. Cooperative societies for consumption of goods 

2. Cooperative societies for consumption of services. 

Each of the subdivisions may be further divided into minor sub¬ 
divisions or groups and combinations of them. 

There seems to be no room in the above classification, for in¬ 
stance, for farmers’ cooperative marketing associations. If in main 
division II. the word “distribution” is substituted for “consumption,” 
this situation is remedied. 

A comparatively simple basis has been used in the following 
classification which comprises both the consumer cooperatives and 
the producer cooperatives: 

I. Purchasing or supply cooperatives (these may be either com¬ 
modity or service cooperatives, or both) 

II. Marketing cooperatives 

III. Productive cooperatives (engaged in production only). 

Almost all of the consumer cooperatives belong to Group I; 

producer cooperatives again belong mainly to Group II. The pro¬ 
ductive cooperatives proper have been in the past mainly producer 
cooperatives, but within the last several decades the development 
in the various countries (particularly in Great Britain) has moved 
noticeably in the direction of consumer cooperatives’ taking over, 
either completely or partially, producer cooperatives of the indus¬ 
trial type. . .... 

It should be noted that combinations of the various divisions 

or subdivisions are always possible. 

GEOGRAPHICAL CLASSIFICATION 

Consumer cooperatives may also be divided into groups on the 
basis of their geographical sphere of activity. Seven such different 
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groups could be distinguished (particularly here in the United 
States): 

1. Local cooperatives 

2. County (-wide) cooperatives 

3. District cooperatives (which may cover either a part or all 
of one county or a part or all of several counties) 

4. Regional cooperatives or regional wholesales (which may 
cover one state or either a part, or all of several states) 

5. Inter-state cooperatives (comprising two or more regionals) 

6. National cooperatives (national cooperative wholesales and 
national unions of cooperatives) 

7. International cooperatives (wholesales or educational feder¬ 
ations) 


OTHER DIVISIONS 

Still other divisions or classifications are thinkable among the 
cooperatives. For instance, all cooperatives may be divided into 
(1) business cooperatives, and (2) educational and recreational co¬ 
operatives. There naturally can be and actually are many coopera¬ 
tives which under the same organization combine both these tvnes 
of activity. 

Further distinction could be made between (1) incorporated 
cooperatives (cooperative corporations) and (2) unincorporated co¬ 
operatives (such as buying clubs, cooperative clubs, women’s coop¬ 
erative guilds, cooperative youth organizations, etc.) 

Cooperative corporations in turn could be either (1) coopera¬ 
tives organized with capital stock (share capital), or (2) coopera¬ 
tives organized without capital stock (membership associations) 
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CHAPTER VIII 


Various Types of Consumer Cooperatives 


Besides the general consumer cooperatives there are in the 
different countries of the world many specialized consumer coop¬ 
eratives of various types of which half a dozen are perhaps of 
greatest importance. Giving particular consideration to those types 
of consumer cooperatives which are most numerous or most im¬ 
portant in the United States, we shall discuss here in greater 
detail the following types: (1) cooperative store societies; (2) coop¬ 
erative oil associations; (3) farm supply cooperatives; (4) coopera¬ 
tive credit societies or credit unions; (5) cooperative bakeries; (6) 
cooperative housing societies; and (7) cooperative insurance so¬ 
cieties. Of the other types of consumer cooperation a shorter discus¬ 
sion must suffice. 


COOPERATIVE STORES 


In rural communities the cooperative store is usually organized 
to serve as a general store. That, is, in addition to groceries the 
store handles also hardware, dry goods, feed, and often farm ma¬ 
chinery and farm implements. 

In the cities cooperative stores are started mostly as grocery 
stores. When the organization begins to expand, usually a meat 
market is added first; later a dry-goods and a hardware department 
may be opened. Some cooperative store societies in the United 
States have gone into milk distribution and have established their 
own dairy; others have gone into the distribution of coal and in 
some cases have established their own coal yard. Some store organi¬ 
zations operate a service station while many others only distribute 
gasolme from curb pumps. A few cooperative store organizations 
in the United States have established their own bakery The great 
majority of the store associations in the United States serve rural 


In European countries large local cooperative store organiza¬ 
tions operate also their own restaurants, fruit markets, drug stores, 
e c., in addition to their specialized groceries, meat markets cloth¬ 
ing and hardware stores. Many of these societies have gone into 
pro uc ion, in addition to the production carried on by the coopera- 

Ve Th ° e v f ale or Samzation with which they are affiliated 

The shares of store societies in the United States varv nil 
way from $5.00 to $200.00. Most of these store 300^^7^ Inter! 
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•4 1 .♦ r*itc* of 3-6 % and distribute the bulk 

est on the share capita a on t ^e basis of their patronage, 

of their net savings to * P non-member patrons alike. A few of 
treating member patrons non-member patrons only half the 

the older store ^ciettes Pay the ^ onage re funds. Nearly all of 

rate the member P al ™ s . refunds do not pay these refunds 

the societies which pa. 1 „ , credit them in the coopera¬ 
te their non-member 'Utunds equal the par value 

tive’s books to each pa ) c k certificate is issued to the 

of a share of stock after wh ch a ^ c " membership should fol . 

patron. All cooperaUves the general public^ 

low this method n ca * D ts the basic and the most un- 

The cooperative store rep adants itself best to the 

portant type of consumer cons tant demand on his part 

serving of the consur ^.^here there£ore gets into 

for the commodities ha ’ . a the type of consumer co¬ 
frequent contact with the s °r _ particularly in the cities 

operative which contacts the wome^ ^ househo i d necessi- 

and towns the women do most of the du> mg 

ties. 

COOPERATIVE OIL ASSOCIATIONS 

4 .- qccnriations in the United States were 

The i irSt cooperatives of this type 

organized in 1921. S_ _ cooperative movement in the 

have become an .mportant part ol the 1 stores, the great 

■ O r, h tv n ..r..:o“r.» “ s... 

................ <” "“.s'-.s 

cooperative oil associations in the Unite S commo dities is usually 
the store societies As only a small num^rfco between the whole . 

handled by the oil associat nrnducts is much wider than in 

sale and retail P r ^ ces **’ P®^° t *'^operate successfully enterprises of 
groceries, it has been - f in w hich a much greater 

this type than to operate groc y sma iier margin. The larger 

variety of articles are ha ™^’ th the oi i association (as com- 

rv U e » » economic induce. 

ment to the consumers to form such coopera tves. United states 

Most of the cooperative oil assocl ® tl ° . , le organizations, 

have been started as partly retail aad P- { the start its 

In most cases the oil association ^'‘f^f^ich usually hold 
own “bulk station,’ with large storag netroleum products 

two tank cars of gasoline, kerosene or o her peUo^eum p ^ 

Many of these oil associations cover a fai 3 ^ stations to serve 

more counties); some of them operate several bulkjtation^^ ^ 

the different sections of their territory. ■ service stations 

trade they operate either filling stations or regular ser 

from which the individual consumer is serve • ped in the 

An interesting type of oil association has been oe ^ 

Central Cooperative Wholesale area in the north ce 
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majority of the affiliated store societies of the CCW are grouped 
into district oil associations in which not the individuals, but the 
store societies (together with a few farmers’ cooperative creameries) 
are shareholders. The par value of the shares in the oil associations 
of this type is usually $25.00. 

There are now in operation in the Central Cooperative Whole¬ 
sale territory, in the states of Minnesota, Wisconsin and Michigan, 
some ten district associations of this “federative” type (in which 
store societies together with a few farmers’ creameries are banded 
together for the purpose of distributing petroleum products to their 
member societies and to the individual members and patrons of 
these). Nearly all of these organizations started as district oil asso¬ 
ciations but most of them have developed into regular district fed¬ 
erations with a wider scope of activities, and have changed their 
name accordingly. One of these district federations has gone into 
production, establishing its own creamery and sausage factory. 

This same district federation—The Range Cooperative Federation_ 

also operates a mortuary. These district oil associations and district 

federations are in reality wholesale societies operating on a district¬ 
wide scale. • 

In the United States the oil association has already become the 
prevalent type of consumers' cooperative organization. Several of 
these oil associations have started handling also groceries. 

In Minnesota, a start in this direction was made several years 
ago by the Isanti County Cooperative Oil Association (Cambridge 
Minn.) which changed its name to “Isanti County Cooperative 
Association ’ and opened a grocery store that is operated as a de¬ 
partment under the original oil set-up. Other oil associations in 
Minnesota, Wisconsin, etc., have followed suit. 


FARM SUPPLY COOPERATIVES 

Of nul, Cert , ai H part " ° f the United States—notably in the states 

* I ^ la ? a ’ ° hl ° and Penn sylvania, and also in the Pacific 
Northwest—the farm supply is the prevalent type of distributive or 
purchasing cooperative. There are quite a few such cooperatives 

of S Michi C grn ra and S ° Uthern Wiscon sin and in the lower peninsula 

The farm supply cooperatives, as their name implies handle 
uLllv also f I 3 ™ supplies (including petroleum products) and 

seed. bui.din^S^^^ 

liSt AS 3 * h - 

t . ^ ° f thG farm suppl y cooperatives operate in close Conner 
tion with some national farm organization (Farm Bureau e^c ) hut" 
others have no such connection The great mainritv 

“re- 
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. tRat in the near future some 

However, there“V^heXolicy of open membership and go into the 

of them will adopt t P serve their non-agricultural 

handling of groceries, meats, etc. to seive 

members and patrons. 

CREDIT UNIONS 

The credit union is another type of consumer cooperative 

which has spread rapidly in the United & distributive societies 
organized under different statutes than the distributive societies 
organized unuci p+p ^ There is now a special 

(cooperative stores, oil assoc , • _ , states of the Union 

prpdit union law in operation in almost all of the states 01 me union. 

ot tne uniun id d s QC c:r»piations and other distributive 

While the cooperative stores, oil associations dia 

“rvic e e cooperatives usually come unde^the supervision of ^he 

kTng^epartment The credit unions organ- 
^eVundlr^hl "me under the supervision of the Federal 

Credit Administration. 

Credit unions are more or less exclusive organizations Most 

of them have been formed by and among the employees of large 

industrial firms or among federal and state emp oyees. 

that the basis of membership in a -edit^ umon mus^be 

credit uXns can be formed only within groups that have some 

nnmmnn interest either social or economic. This m y 
previous common interest, en • pmnlov- 

“ its 

for investment of the savings of its . ‘ h ^‘ 0 Xte industry 

of shares and the making of savings deposits (2) P t d 

by enabling its members V°tm°ehmina?e usuly^ V 'providing, at 
other beneficial purposes: (3 > to ebrnmate^u ^ the y could 

a reasonable cost, its membe s , in business methods 

not otherwise obtain; (4) to train its ^ - SO cial responsi- 

and self-government, endow them with a sense of ^socia^ 

bility, and educate them to full realization c 

Most credit unions in the United States provide f °* S j no t 

which are withdrawable, and a 50-cent entrance fee winch 

withdrawable. Only members may deposi mon ey t c h a rged 

union or borrow from its funds. The usual rate of intcre. 
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on loans is 1 per cent per month on unpaid balances. The usual 

interest paid on shares is 6 per cent. 

The small credit union has many advantages over the large. 
One advantage lies in greater intimacy among members which 
enables them to know each other’s character, reputation and needs, 
and tends to increase the safety of loans. Another advantage is the 
encouragement given each member to take an active interest in the 
management of the credit union. 

Large credit unions, however, have compensating advantages. 
The large credit union has, thru its size, more stability and perman¬ 
ency. The work of running it can be delegated to a skilled manager 
who becomes a specialist in such work and who not only systema¬ 
tizes his own work, but relieves other officers and committees of 
much of the detail of their duties. If the credit union’s basic group 
is closely associated, losses may be negligible and the cost of oper¬ 
ating very small. Because of the efficiency of large-scale operation, 
loans may be made cheaper, and the interest paid on the share 
capital may be more than in smaller credit unions. 


COOPERATIVE BAKERIES 


On the European continent one of the most general forms of 
consumer cooperation is the cooperative bakery. This is the form 
preferred by all Belgian cooperatives and by more than one-fourth 
of the French cooperatives. A bakery, however, is a more compli¬ 
cated business than a grocery store, in that it is an enterprise for 

production and not merely for sale. The baker not only sells the 
bread—he makes it. 

Professor Gide in his book, “Consumers’ Cooperative Socie¬ 
ties, says of the bakeries: “It is impossible for a cooperative society 
which supplies the daily bread not to take an important place in the 
members’ lives and create a solid bond between them. On the other 
hand, because bread-making is the most ancient form of production, 
cooperation can effect considerable reforms in it, as much from the 
point of production as of distribution.” 


owever, in the United States, bread is a less important and 
less common article of food than in European countries. This is 
probably due to the greater abundance on the average American 
table of greenstuffs, vegetables and fruit. While there are several 
cooperative bakeries in the eastern states (New York. Massachu- 
setts) the bakery is a far less common type of consumer cooperation 
in the United States than it is on the European continent. As has 
been stated previously, there are some store societies (and at least 
one wholesale) in the United States which operate their own 
a ery as a department of the general business. In many of the 
uropean countnes the large consumer cooperative (and even many 
of the middle-sized ones) generally operate their own bakerv 


COOPERATIVE HOUSING SOCIETIES 

hn„c CO hT erS ’ cooperative societies for the social purpose of 
house building and house owning are not uncommon in Europe 
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However in several European countries many of the large general 
However, in sev ff nnp into housing, in which case no 

consumer cooperatives have g ^ formed x n the United States 
special housing socie far been largely limited to a few large 

cU°es e where a’number of housing associations (“cooperative apart- 

ment perhaps the" molt 6 suc^eTsfu 1 of these housing societies is the 
Fernaps xne ^ tion Q f New York City. It has literally 

Amalgamated Housing Corpo slums of New York 

.... . r^Tviiii^c Cmostly Jewish) out of the slums ox incw xui«. 

lifted 650 fam ^anilities with only 43% of the land covered 

into modern housing facilities, with^on^ gardeng and playgrounds . 

^ right units 3 of the Amalgamated Housing Corporation loom 
Is America’s greatest monument to cooperative housing. In addition 
To fhe housinl facilities various services 

^r. a cooperative plan. These services include electricity, miiK, 

laundry groceries, educational programs and a summer camp. 

A true cooperative housing society is a corporation which owns 
^ , , ° houses in which the members live. Apartments 

the building or the houses in w members on long leases 

Te g 99 years) wh ch for all practical purposes means the same 
(e. g., 99 >ea ) ’ can be transferred to another person with 

theToment of the organization, the new lessee at the same time 

becoming b member of it. 

in order to join a housing society one mu*p£ ». sorn^i money 
to pay for shares. The oT the re^tal foTTe year. 

Th^res^of^the^monejT n^eded U is^^aorrowed or raised on mortgage 

° n th After°Worid War II housing in many countries has become a 

national or government prob e . . d hous i n g authorities, 

of the states and municipalities have seated^ housing 

and houses are built with financial assistance from he FeOcra 
Government. Many new cooperative housing P r °3 ect ^ ° ' 
organized, particularly in the suburban areas of large cities. 

COOPERATIVE INSURANCE 

t, . „ prv difficult if not impossible, to conduct a mutual 
insurance Lm'pany In “uch a manner contmiU.ru, demo- 

proxies, this makes clique rule possible the ‘ f tive m0 vement. 

‘in spite of the fact that (in theory) ‘'.-^^-.^^ ^ers ln the'se 
holders one vote and make no profits for stockholders. 

features they resemble cooperative societies. „ tbpr European 

The consumer cooperatives in England an 1 . se rvice 

countries have solved their insurance question by add ng^ - „ 

to those offered by them to their members*md ^ 

cooperators first organized their Cooperati ' ., coo pera- 

a joint-stock company with all of the stock owned by the 
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tives. but in 1913 the C. I. S. was taken over by the English and 
Scottish Cooperative Wholesale Societies and is now operated as a 

joint department of the two wholesales. 

Many store societies in England insure their whole membership 

without requiring any medical examination. The cooperative pays 
the C. I. S. one penny a year for every pound sterling of purchases 
made by its members, and every purchasing member of such an 
insured cooperative is thus insured without the payment of any 
premium by the individual. The amount paid to the beneficiary is 
based on the average yearly purchases of the deceased member for 
the three years before the member’s death. This insurance scheme 
promotes loyalty to the cooperative. 

Professor Gide, - in his book, asks: “Why should we create 
special insurance associations? Would it not be much simpler if the 
consumers’ societies would add this service to those which they 
already exercise?” 

Here in the United States several special cooperative insurance 
associations were formed mainly in the third and fourth decades of 
this century with individual policy-holders and with fixed premiums. 
The development in this country, like in Europe, has been toward 
putting insurance societies under the administrative control of 
regional wholesale societies, either jointly or separately. Witness 
the formation in the year of 1941 of the Cooperative Insurance 
Services, Inc., organized by three regional wholesales which jointly 
have taken over the administrative and management control of five 
mutual and cooperative insurance associations. 

In those European countries in which separate corporations 

have been formed to take care of insurance, they are usually joint- 

stock companies, with all the stock owned by the cooperatives, but 

some of them have been organized on the mutual insurance company 
basis. 


OTHER TYPES OF CONSUMER COOPERATIVES 

Cooperative restaurants, cafes and cafeterias are in most 
European countries operated by the store societies as special depart¬ 
ments. However, there are quite a few separate cooperative 
restaurant organizations in existence. 

In the United States the largest and most successful of the 
latter is the Consumers’ Cooperative Services in New York, which 
was organized some fifteen years ago and which for several vears 
was known by the name of “Our Cafeteria.” Before 1942 p o e 
operated eleven cafeterias, a bake shop and an apartment house 
Our Cooperative House”) with accommodations for 65 families 

Cooperative boarding houses and hotels were fairly common 
m ceriain parts of the United States in the 1920’s. They were 
19 " lar S el 7 by single men, mostly of Finnish nationality In 

2 - Srl^rn 5 %££ 
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The more or less transient nature of their members and patrons 
naturally has been a serious handicap in any permanent develop¬ 
ment of this type of cooperative association. 

Consumers’ cooperative dairies or creameries are rather rare 
as separate legal entities. They, too, are most, commonly operated 
as special departments of cooperative store societies. In the United 
States there is at least one large cooperative creamery with a con¬ 
sumer set-up. This is the Franklin Cooperative Creamery Associa¬ 
tion of Minneapolis, Minn, which operates a modern milk plant in 
that city (with some 150 delivery routes), manufactures butter and 
ice cream, employs more than 400 people and has nearly 4,000 

members. 

In some instances, special cooperative coal companies have been 
organized in the United States. These, however, have not been very 
successful. The large consumer cooperatives in Europe, and in this 
country as well, usually add the distribution of coal to the many 
services they offer their members. A number of such cooperatives 
operate their own coal yards. In England the consumer cooperatives 
have formed a special National Coal Trade Association which is 
mainly of an advisory and consultative character. 

There are several cooperative lumber companies operating in 
the states of Iowa and Minnesota and possibly in some other states 
of the Union. They are mostly organized by farmers to supply them 
cooperatively the lumber needed on their farms. A few of the store 
societies or their district federations also handle lumber and main¬ 
tain lumber yards. 

Cooperative printing plants and publishing companies are fairly 
numerous in the various countries. However, in most cases the 
federations of consumer cooperatives or very large local coopera¬ 
tives take care of their printing needs by establishing their own 
plant and operating it as a department of their general business. 
(At least one regional cooperative in the United States is doing this.) 

The National Cooperative Publishing Society, Ltd., of Man¬ 
chester. England, is a federation of 678 cooperative retail societies 
and national organizations owning and publishing eight newspapers 
and magazines devoted to the Cooperative Movement. In the United 
States at least one wholesale has organized a publishing association 
owned and controlled by its affiliated societies. This association 
operates its own printing plant. 

Cooperative laundries are sometimes formed as separate 
organizations but some of the large consumer societies operate a 
laundry as a department and furnish laundry service to their mem¬ 
bers and patrons. At Palo Alto, California, the local consumer 
cooperative operates a dry-cleaning plant as one of its departments. 

The Cooperative Automobile Service, Inc., of Brooklyn, N. Y., 
is an example of a cooperative garage established (many years* ago 
by individual owners of automobiles. There are quite a few store 
societies in the United States that operate their own garage. An 
increasing number of the oil associations are also putting up t eir 
own service stations and repair garages. Bl 
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Rural cooperative telephone rnmnani^o „„ - . _ 

the United States particularly in the western states “How'ever'most 

° ZrT a TnL C T u Tte 1 ^: ^ °r maybe aeTTy 

country which furnish electricity to their members. These have been 
organized and sponsored by the REA (Rural Electric Achniniltra 
tion) w ic as loaned large sums of money to the farmers for this 

established 1 £5 . -ociationsVave 

so. They also maintain their own state-wide^derationT" 1 " 8 t0 d ° 
In some European countries (Belgium. etc.T there are special 
cooperative pharmacies. According to Professor Gide these have 

succeeded brilliantly (before World War m “h on ’ ir ‘ ebe nave 

they sell medicaments at half-price brd they^ve' r^mbu^e to’th d ° 

members more than half the value of their purchases 
large consumer cooperatives in Europe, however operate^ne or 
more pharmacies as departments of their general business 
There are also in existence cooperative hosnitM= 
as separate units. There are several of them now in the United^tetes 

farge^onsumer'^ooperathve/^ostly^imtdsh^hf 6311 C ° UntrieS the 

—l: n ^Z°Z d a f Ten°e f ra C , h ho g s e pi ( ti f , ^ ^ 

cooperative health association, sponsored bv th ^P er ior, Wis., a 
the Northern Wisconsin district has ^ G s ^ ore soc i e ties of 

years. The Group Health Mutual it 8 o7lt ™ ^ 

ized in 1938. The purpose of the Mutual Mmn - was or S^- 

fo g rth S em health riSkS ^ providin « hospitaliaatio^and med«l!a,e 

coopwative, ^ow* operating 6 in 

in Minnesota these burial assnoiatinn • the Union * least 

tion. The Cooperative Burial AssZ at n ™ alntai " a ^ale federa- 
over 1,000 members in 1933 a ,M wa « ? N6W Ulm ’ Minn ' had 
in funera! costs for these members and^heTr famibe.r' 61 ' 81 ' 16 SaVi " gS 

operated b^rratioToTa 1 ^^^^^^ Mi " P ' is 

the indivMual^memters^of^hese ^ “ ‘° 

3 sit d up W Th nSln ^^ f °-°d h fLe C raT U a r 

services to sevLal Tea, itfelT-Vi T asSOciations extend their 
Range Cooperative Federation of Virginia' C ?° Ver ' The 

tuary as one of its departments § ’ M nn > °P era tes a mor- 

whicrhale'Tr^Tlm 0 ^ " EUr ° Pe and in the United States 

r r 

associations for the purpose of ac.uTingTnd to be usTfs “ 
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hshe.- books on games, pa rue 

a finely finished line of geJ 

tributes tiiem on a non-pi ofit 

Farmer?’ Excitanges are fairly numerous m some stales of the 

Vlnion They are. as a rule estaolished for the purpose of serving 

their iariner members both as consumers and producers. A few of 

the wholesales in the United States nave also been urbanized v.-ith 

this dual purpose in mind. H 

^ cooperative mail order house v*.as functioning 1 n Jvev York 

L y before the War It is doubtful mat such attempts can succeed, 
unless opera tec by some well-developed and substantial cooperative 
wholesale society. The Farmers’ Union State Exchange of Omaha 
iSeb (a regional) has beer aomg some mail order busraett for 
several years in connection with its regular trade of supplying local 
cooperative retail stores. 



















FEDERATIONS OF COOPERATIVES 


79 


CHAPTER IX 

Federations of Cooperatives 

If the cooperatives wish to anniu • 

practical work, they must join forces bothVn'th' 0 ° f Unity in their 

forming their own cooperative wholesales a C eo, " merclal field, 

field, forming their own educational leaene4 ^ ln <he educa tional 

Or, when a wholesale society is organ!zed f; Um ° nS and federati °ns. 

its own educational department, “to take care‘'of* establish 

work, rather than have a separate educational feri f 6 educationaI 
for that purpose. a ^ ec ^ er stion organized 

By thus federating with eaoh nthnr +u 
obtain for the organized consumer • ! 1G cooperativ es may 

could not obtain if they remain isolated e ^ la ! benefits which they 
ations the cooperatives can best take care e f des ’. thru their feder- 
training of managers, bookkeepers and nth ^ activitie * as the 
publishing literature; furnishing speakers, etc emp oyees; auditing; 

iates, will also be able^o^^S^^eaT^ 111 ^ Strength of their affil- 
their difficulties. ^ l0CaI co< >Peratives to pull thru 

advantages of federation 

federations for business puTp^fe^. ^he^hiefTmon^th ^ f ° rming 
i u liei ar nong these are: 

2. Greater accumulafio^'^rfiT ri* 1 resulting lower Prices. 

into production earlier and on 1 » “ possible to go 

of the question for many of the ncff SC3 6 ' WWch WouId be out 

isolated. J ‘ the locaI cooperatives if they remain 

of coopefahveTwi^ ^sui,rg b Tco°nomils dS A hand,ed by the group 

"lost if not all profit label brands from t‘, Ch ^ drive ^ 

cooperatives. d f om the business places of the 

A who a r d T diZing ° f me ‘ h0dS> WUh reSUUing Sweater efficieney 
A wholesale society can alsn ant +• , Y- 

agency for its affiliated cooperative^ hv t Ct ‘ vely as an employmetjt 

o^ior^i/r^ 

oooperative to learn to know the 
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involved, and to judge as to their integrity and dependability as 
cooperators. 

VOTING SYSTEMS IN COOPERATIVE FEDERATIONS 

When federations are organized they usually apply first the 
simple each-member-one-vote rule to their affairs. In other words, 
in their meetings each member cooperative is given one vote. In tie 
beginning this may work all right, but as soon as some of the 
member cooperatives become much larger in size than the others 
this voting system no longer works satisfactorily. Cooperative 
societies with a large membership will not in the long run e 
satisfied if they are given only the same share of the control of their 
wholesale as the smaller societies have. Moreover, societies purchas¬ 
ing from their own wholesale hundreds of thousands o Molars 
worth of merchandise in a year are likely to feel that they should 
have more to say about the affairs of the wholesale than the small 
affiliated societies purchasing, for example, only one-tenth or less 

If the each-member-one-vote rule is exclusively adhered to in 
federations, it may lead to the same kind of trouble as developed 
in the national federation of consumer cooperatives in Finland In 
that country, in 1916, the consumers’ movement was split into two 
national organizations. The smaller rural store societies ( which were 
more numerous in the national federation) combined their forces 
against the large and more progressive urban cooperatives, and at 
the annual meetings blocked the efforts of the progressive societies 
to effect certain changes in the federation’s set-up and voting sys¬ 
tem which would have given the larger societies a more proportion¬ 
ate share of control. Finally the progressive societies withdrew from 
Y O L (the original national federation of consumers coopera- 
fives) and founded first their own educational federation (K_ Kj 
and a year later their own national wholesale (O T K.) withdraw 
ing from the older national cooperative wholesale (S. OK.), inis 
serious breach in the national unity of the Finnish cooperative move- 

ment remains unhealed even to date. . tH 

It is undoubtedly safer, and also more democratic, to use 

regional and national federations a system by which the v ot g 
power of each member cooperative is based on the number o 
own individual members or shareholders. However some natl °^ 
wholesales (notably the C. W. S. in England) make the vote of the, 
affiliated unite dependent on the volume of patronage g th 

Wholesale by each such unit. Each member cooperative has one vote 

in the meetings of the wholesale and is given a ^ dltl0na . 1 a ; c ° e teS 0 ^ 
proportion to its purchases from the wholesale (for instance o 
additional vote to each S25,000 worth of purchases in the pre 

^ Other wholesales base the vote of each affiliated unit pri 
marily on the number of members in each (for instance, on ^ 
to each 100 or 50 members), but qualify this by a provision tha 
the member society may exercise its full voting rights on > m 
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has given the wholesale a certain minimum of patronage or has 
purchased a certa.n number of shares of stock in it This Lier 
qualification seems ,n its nature semi-capitalistic and as such cm, m 

Very c W eZ b n * view)”" 0 * 

affiliated societies against complete domination by some iLTgc 
societies, by setting a maximum limit fw ^ G iar S e 

cooperatives may have in the nationa or i„I e r“ tional f T 

It is interesting in this connection to note that in m! , ? ' 

tional Cooperative Alliance a relativelv 1 ,„ th Inferna - 

has been set for countries which have a hue . n1ax "’ lum vc>te limit 
consumer cooperatives. Of the 60.000,000 m Lh™'’l : ' 1 |“ |) , , i'! their 

half before World War II. If the'Noting power in fhe'^C A 3 " 

based on the number of individual m^rv k I. C. A. were 

national federation, the Soviet coonerati 13Lr ‘ s oach affiliated 
I C A even toriav With cooperatives would dominate the 

tution of the I. C.' 

“i'zid. and thC rightS ° f Sma,ler " atio - are Jeft 

SINGLE OR DUAL SET-UP? 

In European countries the consumer cooperatives have in th» 
form separate federations for commercial anVed. acJvisabIe to 

or is it preferable to have one federation ( ucational purposes, 

both purposes? Great Britain, France and FiT 6 ^’!J nit sel_up > serve 
countries which have separate nati n anc are ex 3rnples of 

for educational purpoS a ^i: at r a Lv"e“ nS U^„ C °S merCial a " d 

federation serving both pur^s! haVe ° n ‘ y ° ne nationaI 

It is argued by those who favor pnmhininrr 

the educational activities under one organizaUon^thT"?^ 018 ', a " d 

tional activities are financed more easily with a set up of this k ^d 
(educational activities bein^ mnH,,^ „ 1 up ot thls kl nd 

men, of ,he ^oies^oZ^ de - r ‘‘ 

^r^i~ a educ^ n m b6tWee " ^ i-Ponant 

different department of the « ’ Whe " b °‘ h are Carried on by 

-r • “VSShT, r ” by lw ” 

tically the same). oersnip in the two is prac- 

the two° different rnn'h Wh ° laV ° r scparate organizations for 

in deienfe o/their stand ' 6 adVanCed ‘ he f ° 1,OWing a ^ U mee,s 

educational work f 'becornfn !? a ( 3 * C ' ,Iganizations th ® danger of the 
ated. becoming too commercialized is being elimin- 

drawn into active''w^rk f 0 ?^'° r f nizati<>na mora people will be 

gram, and thus ereater r„ 1 / lllthl - lance of the cooperative pro- 

nus greater results may be expected. There are many 
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people found everywhere in the cooperatives who are willing to do 
voluntary work in the field of education, raise funds for financing 
such educational work, etc. Activity of this kind is apt to create and 
maintain a live cooperative spirit and a devotion to the program, 
which feature should not be underestimated. 

Almost always when separate regional 01 national federations 
are formed for business and educational purposes, the membership 
iir both federations is practically identical. The work of the educa¬ 
tional federation in such cases is usually financed, at least for the 
most part, by dues paid to it by the affiliated business cooperatives. 

Here in the United States the recent trend in the consumers 
cooperative movement has been toward single-unit central organi¬ 
zations. All but one of the district federations which in the past 
were formed for educational purposes either have been liquidated 
or have been merged with the regional wholesales operating in 
their respective areas. Practically all regional wholesale societies 
that are affiliated with the Cooperative League of USA and with 
the National Cooperatives, Inc. now maintain their own educational 
department which is financed directly by the wholesale. The whole¬ 
sale treats the educational expenditures as part of its operating 

expenses. . ~ .. 

A merger of the National Cooperatives, National Cooperative 

Finance Association and the Cooperative League of USA took place 
in the fall of 1946. 

INTERNATIONAL COOPERATIVE FEDERATIONS 

There are cooperative federations, operating on a national 
scale, in at least 40 different countries. Not less than 141 national 
federations (mostly of consumer cooperatives) were affiliated with 
the International Cooperative Alliance (ICA) before the outbreak 
of World War II. This number included 37 national unions of con¬ 
sumer cooperatives, 40 wholesale societies, 23 central banks, 19 
insurance societies (most of them operating on a national scale), 9 
agricultural and 5 productive federations. 

The International Cooperative Alliance was established in 1895. 
Its headquarters is located in London, England. It holds interna¬ 
tional congresses, usually every three years. The sixteenth sue 
congress of the ICA was held in Zurich, Switzerland in 1946. 

The International Cooperative Wholesale Society was estab¬ 
lished in 1924, with headquarters in Manchester, England. Before 
the War, the principal cooperative wholesale societies of 19 coun 

tries were affiliated with the I.C.W.S. 

The work of the I.C.W.S. suffered even before the last world 
war from difficulties placed in the way of international trade by 
economic nationalism (tariffs and other trade restrictions). During 
the war years (1939-1945) its activities had to be virtually discon¬ 
tinued. T X J 

In 1937 the International Cooperative Trading Agency, 

was established under the auspices of the I.C.W.S., to act as a 
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central purchasing agency for wholesale societies. Its headquarters 

is located in London In 1939 it had II national cooperative whole- 
sale societies in affiliation. c wnoie 

The Northern Cooperative Wholesale Society (Nordisk Andels 

and^Uie^two 3 F^nni^ h coo^ratfve e whoL^ak^'i/' , w rWe ^'f r bl^h ,ed * Sh 

° Vooperativa Lumafbrbundet^ThTCoopera thf L 

establishedI in 1931 is a joint society of the Swedish “Danish 0 Nor' 

ss£ f the t - 

and one in Norway. In 1936 the Scottish and ° Sweden 

Wholesale Societies jointly organized the Rriii h t 11 Coo P era tive 
Electric Lamp Society 

Glasgow, Scotland and opened for business a w,, k i ■ fdt , lory at 
break of World War II. In 1943 its prod " bon . Z re the OUt ’ 

]amps lts Production amounted to 1 , 500.000 

The International Cooperative" Women’s Guild is an association 

of cooperative women’s guilds thruout the world, founded Tn l 90 , 

Before the outbreak of the war in 1939 the Guild had in member 
Ship the national women’s guilds from sixteen differen c^untrlL' 
and contacts with over 20 other countries. It has played an important 

nonsidLVbrrmfunt r orrrk an ™%^ ament a , nd has car ^ ed 

women and particularly housewives. It seeksTpromoU thfprfncf 

2 

women as active workers for international P eaT iTLiTTchTi 
as the housewives’ international organization. ' ‘ ’ ffect ’ 
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CHAPTER X 

Consumer Cooperatives and Stock 

Companies 

(A Comparative Analysis) 

.... In orde /' f hat the stud ent may form an intelligent idea of the 
differences between a consumer cooperative (organized with „„ 

stock) and an ordinary stock company which is the prevalent form 
of capitalistic business organization, we give here^h* * 
analysis of the typical features in each: th followir, g 

9 

1. NATURE OF MEMBERSHIP 

(a) In a consumer cooperative* Or»pn ana nn . - . , , 
bership. Cooperatives are unions of persons. ' C d mem - 

As everybody is a consumer, theoretically the rnembershm n f 

there are some hmitaUons For^e«^t i t ual practice, however, 

reserved for the board of directors or thf ’ ^ ”? ht ls usuall y 
accept or refuse new members In tt mer ” berslll P meeting to 

requires a definite “authorized capitallzatfon” d w^.Vh S ’ thS als ° 
operatives is to constantly increase their ^Tber^ 0 " 8 ^ C °' 

try to^bVy U up”the%tTes7Ahfo e ther st^hokSerT' SharehoIder to 

number of shares owned by the individual dnl ’r 311 lncreased 
greater share of control in the affairs If the a him any 

such buying up of shares would hardlv he rfe aasocIatlon - Besides, 
of shares must be aonrov^H hv +t^ u y pos 5 lb ^ e > as each transfer 

ration before becoming valid. 6 ° f dlrectors of the organi- 

overything Ownershjo'lk’ r hU1 ] t | la ° cons!dcl 'ation always comes first in 
by each a *J a res owned 

(bf raTap^st" 6 a S ssoc= rS 3 ^ 

Stock companies are untns?f C cap«7 any: EXC ' USiVe membe -hip. 

body tt" ff n u e ry thTh aliStiC St ° Ck C ° mpany is Primarily »- ' ' 

to time even n th i- by mcreasin g its authorized capita 

n ordinary stock company may increase 
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of It* stockholders, but because the voting power of the stockholders 
is based on the number of share* owned by each, it becomes possible 
for an individual stockholder or a small group of them, by acquiring 
a majority of the stock outstanding, to prevent any new stockholder, 
from coming into the organisation < except thru transfer of out¬ 
standing shares of stock concerning which there are usually no 

restrictions). , 

Wht-n a stock company becomes financially prosperous, usually 

some individual stockholder or a small group of stockholders tnnkes 

an effort to buy up enough shares in the company to obtain ab.o- 

lute control over its affairs Such accumulation of shares in the 

hands of an individual or a small group of Individual* over a period 

of time is rather a common occurrence. __ 

Money consideration practically always comes first. Shares are 

freelv transferable and may be sold in the open market This makes 
the ownership of shares in a stock company rather impersonal. It 
little matters to the company who acquires or owns shares in it. to 
long as either the par or the market value of the shares is received 
in full, and so long as the controlling interest remains in the ha 
of the one or the few who in the first place have acquired it. a 

2 NATURE OF CONTROL 

(a) In a consumer cooperative: Democratic control The 

voting power of members is based on the fact of their membership 
and not on the capital invested. Each member can have only one 
vote in the affairs of the cooperative, and no more. For this re ason 
it is proper to speak of members or shareholding members in a con¬ 
sumer cooperative, rather than of stockholders which is the corres 

ponding capitalistic term. 

In the interest of democratic control, membership meeting* m 
the cooperatives are generally held more often than is the case wjth 
ordinary stock companies; the use of proxies is not permi • 'J' 

cational work is carried on and often money is appropriated from 
the surplus funds for that purpose; board meetings an- held regu ar- 
lv at frequent intervals; comprehensive reports are required tr<m 
the manager to the board of directors and from the board to he 
membership: a policy of openness is followed regarding the businem 
affairs and the accounts of the organ.zation (no business seer t m 
the number of directors is relatively high, often i-->. the <rn, 
ees’ rights of collective bargaining are generally and 

upheld, and the employees are also urged to become share • * 

members of the cooperative and thus share in^ the • 

(b) In a capitalistic stock company: Capitalistic o P 
control. The voting power of the stockholders is based on ^ 
of capital invested in the company by each mdividua !^ 0ut _ 

Thus a stockholder holding 1,000 shares in the company 
vote 999 other stockholders, each holding only one share. 
in an ordinary stock company, it is proper to speak of stockholders 

rather than of members. -^iv 

Stockholders’ meetings are held less often and e.en th 



proxies is generally permitted 
conducted in the interest 
control i_> concen - 
presidert, or a few direc- 

^ they are not com ore- 

******i ™ - m a natter of formality the number of 



« poucy ot openness i> 

»^JII P affairs, of the company; on 

Tinrmroi aecreU are the common policy , employees 

mm, mm rule, rapected,* and they arc not usually con - 

administration and management 

_. ._ company, neither ara the emp!o>ct> as .* r /;< 


3 FUNCTION 



tOOpff4ll\ f C ipiUi 1% _1 xeri i n t 


^ __V; " ^ * Alii, v j J.' 

> fU«l W*g* for >u «erwc« Thu -wage" wh.ch is p«,d ,hr 
Im form of tnlrrer, v«rie* all Uw way from nothing to 8 per 

^ roapacaffva laws of kmm states in thp Union fix tr - 

___ Unitt »t 8 per cent (in Mi nne so t a the man man „ 
cent. H.Msever. nowadays 3 or 4 per cent should be consider,^ 
rwnwtftorihe arrtces of capital in almiwt any cooperative 
- Wnunt^n The Amn. of the cooper,,,wa. *oulHlw.y, 
, their per value and should never be subject to speculation 

_*“"*■ *ve> pay no interest on capital stock. Many co- 

sfMMtvn. however, suit do It, but recent tendency has been to 

‘-./-f ¥ yy 1Amun « «* ch cooperattves the shares are 

vlTfr^,^, 'Zion Wh °'”* 1C “** lh *-‘ 

CiMprralive attic,■ ■ must, when they are incorporated, fix a 

My th eir sh.traa Shares without any definite psr 

h^htt, or even if permitted by law. should not be 

te cooperatives 

k In a stork rompaar: Capital i» the master. To capital 

_ ^ tr "l ** tCairs of the company and to it go all 

MMMs. In capitalutir „ock companies the dividend 

1 *?™* **y 10 per cent Sometimes it 

•feu. Fit cmnl. i d in extreme cases even to 1000 per cent 

let «u!r?hl W u ,, 'I r !' at * ,tOCk com » > » n y have a changing 

tSe'div!!i is*’ ‘ r I*!“* rue * * nd f * U * depending on the 
9&S *£-. on c *p ,ul ar >d other factors, and there is a 

*P»■culation in the sale of such stock f 

1 of ^ shares in ordinary stock comppaiag is 
nda. higher than in the cooperatives Shares wuho< 





in tht ValM 
to m cI>m«v 

MHjprlktJ to 



*ii of th« 
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definite par value are not uncommon in capitalistic stock companies. 

Ordinary stock companies also often sell preferred stock, as 
distinguished from common (or voting) stock. From the coopera¬ 
tive point of view the term “preferred stock" is a misnomer. In case 
any cooperative organization wishes to raise such a loan capital it 
could well use certificates of indebtedness in place of preferred 
stock. 


4. DISTRIBUTION OF NET INCOME 

(a) In a consumer cooperative: Equitable and democratic dis¬ 
tribution of the net savings. As, for practical reasons, goods are 
sold by the cooperatives at market prices, there is generally a net 
saving shown over and above expenses. These net savings are either 
distributed back on some just and equitable basis to those who have 
created them; that is, to the patrons (the Rochdale plan); or, they 
are used collectively for the common benefit of the members (the 
Belgian plan); or both methods may be partially employed. 

The use of the capitalistic term “profit” for their net savings 
should be avoided by the cooperatives. 

(b) In a stock company: Inequitable and plutocratic distribu¬ 
tion of profits. Capital is entitled to all profits, which are distrib¬ 
uted to stockholders on the basis of the amount of capital each has 
invested in the company. If an individual owns 95 per cent of the 
capital stock of the company, he gets 95 per cent of all the profits 
distributed. These “dividends on stock” often represent a high per¬ 
centage on the capital invested. To conceal these enormous profits, 
the capital stock of large companies is sometimes “watered”; that is, 
it is shown on the books of the company larger than it actually is. 
In many cases the stock companies distribute their profits for a 
period of time in form of shares of stock, so that later when cash 
dividends are again paid, these dividends do not appear so large in 
percentage on the capital stock as the case would be otherwise. 

Of course, even in ordinary stock companies the distribution of 
profits in the form of shares of stock sometimes takes place because 
the company needs additional capital, but often the real reason for 
this increase of capital stock is the desire to prevent the rate of 
dividends on stock looking too high in the eyes of the general 
public. 

When an American newspaperman asked George F. Johnson, 
president of the widely-known Endicott-Johnson Shoe Manufactur¬ 
ing Company as to what he considered the most serious weakness 
in our present economic system, Mr. Johnson answered that in his 
opinion it was the rather general custom of stock companies to 
carry “watered” capital stocks; that is, to represent the va ue of 
their stock bigger than it actually is. This, Mr. Johnson maintained, 
compels the company’s administration to try to show profits with 
dollars which actually have not been used to increase or improve 
production. The usual result of this is the exploitation of either the 
company’s employees or of the consumers who purchase the com- 
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CHAPTER XI 

Consumer Cooperation and Producer 

Cooperation 

operation and (2) Produ cLperaUm '°" (1> Consumer Co- 

"the right to live Is^^rior r'i^hTto'^h^'h" ** ‘ S maintain ed that 
•■we are consumers by naiure and 1 ‘° WOrk ” a " d that 

M. Kallen). I n other words it is Li UCers by necessity” (Horace 
consumer in the human society Is morfhL that the functio " of 
than that of producer. Even if we are nr>f S1C i m ° re fundame ntal 
necessity, it must be admitted that thf 1 always Producers by 
It is further maintained th/t ® generalIy true, 

unless there exists a real need, call Li ^ r ° duc ^ lon ls socially useful, 
sumer demand). Therefore, in order ^ U (that is ’ a con - 

tr> put it on a rational basis it must h ematlze Production and 
ganized consumption. This can be rfn ° geared to and based on or- 
way by the consumers'^ orTanUinTl in the most natural 

consumer cooperatives then going intn n L C ^° PeratJVe basis ’ the 

have done in many countries, and' are stin'dL ( ^ ^ already 
increasing scale). The other aTWr,of ! doing on an ever- 

eratives take care mainly of distrih'? ^ th3t the consumer coop- 

too form their own cooperatives Th ^ ^ that the producer s 

cooperatives then are to Leek dir^r^K 86 - consumer and producer 

other-thus meeting each other soL T™ 5 * relatio "s with each 

arrangement of production and distribution lf_Way ln the fina l 

tion wi th Consumption Mb* of^lZve C °° rdination of P^duc- 
be Partial factors, the consumer ^ e_slJ ggested solutions will 
the leading role, simply because all^ C ,° h ° peratl y es Probably assuming 

are continuously functioning as consumerTc h’. 35 ’° ng 35 they live - 
a majority of them, for one reason or l 11 ’ 6 at an y given time 

(iucers. The ever-increasing mechanizat f function aa Pro- 
J'g greatly increased productivity will ° Jndu5 iry, with result- 
'he number of workers engaged Tn Tnd p . rogress,vel y reduce either 
and for the production of necesli les In t^e ? Ume " eeded ip 

as -t; 

-- ruha, =s:-, 
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commodities. In fact, this has been demonstrated in practice in all 
countries where consumer cooperation has made good headway; 
particularly so, on a large scale, in England, Scotland, Sweden, etc. 

It is also true that “as a producer man courts scarcity and 
restriction- as a consumer he courts freedom and abundance” 
(Thomas Tweddell). Tariffs and other restrictions on free trade, so 
common under present-day capitalism, are all put on to protect or 
further the interests of the producers (mostly those of the owner- 

producers). 

In the producers’ movement again it is generally maintained 
that the function of producer and of production is of the greatest 
immediate importance to society and that without the producer the 
consumer would be helpless. Consequently, the advocates of the 
producers’ movement urge organizing as producers as a primary 
necessity. According to their philosophy the producers should col¬ 
lectively and cooperatively own and use the machinery of produc¬ 
tion (thru productive societies formed by the industrial workers), 
or they should at least cooperatively market their products (thru 
farmers’ cooperative marketing associations), even if the produc¬ 
tion itself is done individually. 

Perhaps the most complete exposition of the philosophy of con¬ 
sumer cooperation ever published is to be found in Prof. Horace M. 
Kallen’s book “The Decline and Rise of the Consumer.” This valu¬ 
able book also contains a discussion of consumer and producer func¬ 
tions and their mutual relations in organized human society. 


A COMPARATIVE ANALYSIS 

It is important for the student to make himself familiar with 
the differences between the two main divisions of the cooperative 
movement. Here is an attempt to analyze such differences. 


I. Consumer Cooperation 


II. Producer Cooperation 


1. Basis of organization: consumers. 
Attracting into membership mostly wage 
earners in the cities and towns; also 
farmers and some of the professional 
people. (Cooperative retail and whole¬ 
sale societies; cooperative credit unions 
and banks; cooperative insurance so¬ 
cieties, etc.) 


1. Basis of organization: producers, 
ttraeting mostly farmers (farmers co- 
perative creameries and cheese ae¬ 
ries: farmers’ cooperative marketing 

nd shipping associations, etc,); also, ind¬ 
ustrial workers (cooperative work 
Hops, glove workers’ cooperatives, eo* 
perative cigar companies, cooperative 

— M • __ ■ A _ - I 


2. Open membership generally recog¬ 
nized and practised, irrespective of race, 
color, creed, occupation, etc. 

3. Control of the organization is in 
the hands of the consumers (even if 
producers, i. e., employees of the co¬ 
operatives. are admitted into member¬ 
ship). 

4. Tendency, as the organization 
grows stronger, to control and reduce 
the prices of commodities and gradually 
approach the “cost plus" level. 

5. Movement developing thru terri¬ 
torial centralization. (Federations with 
local units formed). 


2. Membership limited to P rod ^® 
specific commodities (dairy products. 

estock. grain, etc.) 

3. Control is in the hands of 

ven if consumers are admitted »n« 
embership which is seldom t 

4. Tendency, as the 

ows stronger, to control and . 
ices of products and commodiue.. 

5. Movement developing 
•cupational or commodity c 

an. (Federations with occupational or 

unmodity units formed). 
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it is a pure consumer cooperative (for production) and not a pro¬ 
ducer cooperative. However, it may be properly termed a produc¬ 
tive society, because it is engaged in production (processing of 
wheat) The Cooperative Luma Society in the Scandinavian coun¬ 
tries is an example of a productive society which is purely a con¬ 
sumer cooperative in spite of the fact that it is engaged in produc¬ 
tion and has been organized exclusively for the purpose of pro¬ 
duction. 

CAN ROCHDALE PRINCIPLES BE APPLIED TO 

PRODUCER COOPERATION? 

Yes, most of them can, and even all of them—if not fully, at 
least partially Producer cooperatives may be administered and con¬ 
trolled just as democratically as consumer cooperatives. Producer 
cooperatives, as a rule, are interested in the application of the prin¬ 
ciple of equity, so far as honest dealings, high quality of goods and 
services, elimination of corrupt practices from business and industry, 
etc. are concerned—just as the consumer cooperatives are. Producer 
cooperatives strive to operate their businesses just as efficiently as 
the consumer cooperatives and to effect economies thru their oper¬ 
ations—just as consumer cooperatives do. It is in the interest of 
the producer cooperatives as well as the consumer cooperatives 
to develop loyalty, harmony and unity among their members. Pro¬ 
ducer cooperatives form federations (such as the various large-scale 
farmers’ cooperative marketing associations in the United States 
or the Cooperative Productive Federation in Great Britain) just as 

the consumer cooperatives do. 

However, the principle of unity can be applied to producer co¬ 
operation only to a limited extent. Farmers’ cooperative marketing 
associations do not admit industrial workers as their members, and 
their central organizations do not admit consumer cooperatives (par¬ 
ticularly not the urban ones) into membership. Wheat growers’ co¬ 
operatives are not, as a rule, interested in the problems of fruit 
growers, and could hardly be expected to unite with them to form 
larger central organizations for business purposes, because their 

economic interests are so different. . 

Neither do producer cooperatives apply in practice the principle 

of equity to its fullest extent. They do not pay patronage refunds 
to the consumers who buy their products, as they may do to t eir 
own producer patrons. The producer cooperatives are not out to 
abolish the profit motive entirely from business and industry. Many 
of the leaders in the farmers’ cooperative marketing associations in 
this country consider "a fair profit for the farmer justifiable. f se 
leaders do not advocate complete elimination of the profit motive 
from industry and commerce, but advocate only restricting these 
profits by making them “fair.” (Just where is the limit between 
fair and unfair or excessive profit, these leaders do not attempt to 
define, and such a limit is scarcely definable). Consequently, man> 
of these same leaders are ready to support the present economic an 
social order with certain reforms and modifications. 



CONSUMER AND PRODUCER COOPERATION 
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The application of the principle of libertv 
scribed in producer cooperatives. For ty ften circum- 

erative marketing associations demand of th^ S ° me farmers ’ coop- 
sign long-term contracts which put these mr ^ members tha * they 

gallon to patronize their respective c^operTuve "w> "T* ^ ° hU ~ 
to their advantage to do so. cooperatives whether or not it is 

Due to the nature of their organizatinr, 
for the producer cooperatives to apply f ullv th wlU , be ^Possible 
sality to their movement. All the neoni y G pilnci P le of univer- 
them are not producers. With the const^fi^ . consumers b ot all of 

cal unemployment and with the occurrence ln o C f re s a erTou, teCh rf 0l0gi ' 
longed economic depressions, throwing nerioHi^ii ^ and pro ' 
pie out of work, the economic interests of th ^ . milllons of P e o- 

are becoming increasingly outstanding and preponderam C ° n h SUme , rs 
all-embracing, universal movement can hn cponaerant . The only 
live movement. an be the consumers’ coopera- 

RELATIONS OF CONSUMER COOPERATIVES to 

PRODUCER COOPERATIVES 

As almost every consumer is also either an i 

producer, and as both movements base their actW i° r a , potentiaI 
same cooperative principles thev ehnnia activity largely on the 

meriting each other’s w'ork. A^the wo^erfand^ " ^ SUPPle ‘ 
are exploited, under the capitalistic system hnth d + Tu° rkmg farmers 
duction and distribution (or consumption) oth at the poin t of pro- 

interest of both to organize cooperatively ’not ‘onlv ec ° nomic 

but also as consumers. Both coonerativ^ lly as P r °ducers 

fore cooperate with each other anri vements should there- 

settle a., those questions/seek to 

control of production and distribution in uhichTh, 0 ' ""^ a " d * he 
producer interests may clash. winch the consumer and 
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CHAPTER XII 

Social Philosophy of Consumer 

Cooperation 

„„ consurner coo p e r cftlon| 'w'h o *d i e dTin*M aredi^932°wa Z 6 ^ 
cooperation gh ‘ ** CaUed S ° C ' al Philosophy^"conlumer 

THE “RIGHT WING” VIEW 

Professor Gide points out that for most of the economists—as 
well as for some of those cooperators who advocate so-called neutral 
cooperation—the cooperative movement simply is a meant Tr 

proving the living conditions of people, which aim it tries to achieve' 
type the aim is to establish a just price to the Ln dlstributlve 

case of a credit union the aim d the Elimination of us'urTwhi, 

the case of agricuitura! purchase and marketing societie^ The aim 
is to make the advantages of large-scale , m aim 

farmers. The cooperatives take a prominent nEE ‘° the 

tutions which work for social progress but thov 1Qn . alnong lnstl " 

the bounds of the present economfc sykem h! d ^ Within 
system. C s y stem » that is, the capitalistic 

THE “LEFT WING” VIEW 

For the orthodox socialists and communing t ho r. t 
the existence of cooperative aegn^uti / S on ^ y excuse for 

is that they may be a mVans of heEf E (3S Wel1 as trade “"ions) 
erative must serve as En element P S E worki "S. class. The coop- 

class will learn to handle caDita^and 8 ^ whlch the working 

school in which the workers 1 ^ 1 ! tra Tn 1015 3 bUSineSS mind i a 
leadership, the responsibility for * n- u , themseIves f °r economic 
the day after the vicEoriouV nnh'tT . 7 WU1 have to shoulder 

the consumer cooperatives (which ar fif V ° ution - U P to that time 
to which socialists and common t the ° nly form of cooperation 

« all, must lower the cEt nTVh 88 a rUle give any ^cognition 
workers with provisions and thn^’ a ” d durin S strikes furnish the 

being compelled to capitul Tie oEaccount of ° f their 

THE “MIDDLE-OF-THE-ROAD” VIEW 

another! ^EmidEleEEtL'rnrrf 0 ^ 13 ° f t cooperatlon ‘here is still 

he-road cooperators ascribe to it a much 
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greater role. They do not want to see in cooperation a kind of 
enterprise which is akin to the other already existing business enter¬ 
prises, with an addition of a philanthropic feature. But neither do 
they want to see in the cooperatives—like the socialists and com¬ 
munists do_only a supply department for strike periods and an 

elementary school for revolution. These cooperators (and they in¬ 
clude many, perhaps most of the leaders of consumer cooperatives) 
demand for the cooperatives an autonomous sphere of activity which 
must be separated both from capitalism on one hand, and from 

socialism and communism on the other. 

This middle-of-the-road philosophy of consumer cooperation 
appears also as a social school of its particular kind. It recognizes 
the Rochdale Pioneers as its founders, but the program of these 


pioneers, which dates from 1844, has since been considerably broad¬ 
ened and more clearly defined. Credit for this enlargement and 
clarification belongs for the most part to the French cooperators and 
particularly to those of the “School of Nimes” of which Prof. Gide 
was &n outstanding member and leader. 


The views of cooperators who recognize and advocate a definite 
social philosophy of consumer cooperation differ from the views of 
the conservative economists and some of the neutral” cooperators 
in that the first-mentioned do not approve of the present economic 
system, with such of its characteristics as economic competition, 
private profit, the capitalistic credit system, the unlimited owner¬ 
ship of land—all of which those economists who uphold the capi¬ 
talistic system approve of as something permanent, iinal and in itself 
good and justifiable. An advocate of an independent social phil¬ 
osophy of consumer cooperation will not be satisfied with con¬ 
servative reforms, the only aspiration of which would be to make 
it possible for the working people to gain ownership thru saving. 


A NEW ECONOMIC SYSTEM 

Cooperators who have accepted the full social philosophy and 
program of consumer cooperation plan to build, thru the coopera¬ 
tive movement, a new economic system, the chief characteristics 

of which are: 

1. The substitution of the quest for profits—which so far has 
been the predominant driving factor of economic activity with the 
satisfying of needs. This will be possible only when the control of 
production—that is, the economic leadership—is shifted from the 
hands of the producers into the hands of the consumers. 

2. The effort to substitute collective enterprises cooperative 
associations and their federations—for individual enterprises and 
for economic competition. Such cooperators assume that individual 
initiative can develop just as successfully under a regime o mu ua 
help as under that of self-help. 

3. Recognition of the fact that moral laws cannot be separ¬ 
ated from economic laws. Therefore a wall should not be erec 
between the sphere of justice and the sphere of usefulness as 
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generally the case under the present capitalistic system. The ideal¬ 
ism of the cooperative system of society is well expressed by the 
motto: “Each for all and all for each.” Even religious circles 
acknowledge in cooperation the only form of economic enterprise 
which remains free of the profit motive and which does not serve 
Mammon. 


RELATION TO SOCIALISM 

According to Prof. Gide, the philosophy and program of the 
middle-of-the-road cooperation stands much nearer to socialism than 
to the viewpoint of those economists and “neutral'’ cooperators who 
ad\ ocate consei \ ativ e refoi ins but who at the same time wish to 
uphold the capitalistic system. In some respects this philosophy of 
consumer cooperation connects with the socialism of the first half 
of the 19th century, as advocated by men like Robert Owen, Charles 
Fourier, Louis Blanc and others. Prof. Gide calls this type of social¬ 
ism Association Socialism. He sums up the differences between 
Marxian Socialism and the social philosophy of the middle-of-the- 
road cooperation (sometimes referred to as cooperatism) as follows: 

1. Cooperatism does not advocate purely a workers’ movement 
and does not endeavor to establish the sovereignty of Labor. While 
it acknowledges that the cooperative movement has to thank the 
workers for its origin and that it is the working class from which 
it constantly draws new strength and new life, it is true neverthe¬ 
less that the cooperative movement is a movement of consumers and 
not a labor movement. Even in those cases in which the cooperative 
societies consist exclusively of working people it is required of these 
that they keep their own interests as workers separate and ns 

members of consumer cooperatives use these organizations"to further 
only their consumer interests. As to their interests as producers 
that is a matter for the labor unions to consider. ’ 

2. Cooperatism does not acknowledge that labor is the onlv 
creator of wealth, as taught by the socialists, and that, on the basis 
of this, economic control should belong to Labor Cooneratism nrl 
sumes that labor only supplies the goods and that these becZe of 
value only from the moment they have become tl „hw < 

— “ NaturaHy, as the creation of value should bring 

consumer wh ^ lu eCOnomic leadership, this should apply to the 
consumer who is the one concerned here. 

sarily crowd P every 1 progrLn°nf adm - lt i Cl3SS strug £le must neces- 

does not admit that class ” 

sider it a motive nnwot. table, it does not even con- 

consumer coZer^Znr t Pr0greSS -, COnSeqUently the advocates of 

tion (in the form of a rt.vZ neUher think that a revolu- 

inevitable condition for cn • 1°’^ P ro ^ e ^ariat) must be an 

the possessing class bv forcihl C ange ’ n . 0r that the ex P ro Priation of 

lutely inevitable TWs ^ 3 is abso- 

cooperative movement gradualI y going on in the 

and industry. This is a powerfu^andZfecti^” 16 ”* SOcializes trade 

P wertul and effective expropriation which 
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already has taken place in many cities in which practically all the 
retail trade and the largest part of the food supply has gone into the 
hands of the cooperatives. 

It is true that the wealth of a few billions of dollars which the 
more than 200,000 existing consumer cooperatives so far have under 
their control means yet very little compared with the colossal wealth 
of the world. But we must not forget that the movement is only 

a hundred years old. 


CONCLUSION 

The advocates of the middle-of-the-road cooperation see in it 
an end in itself, while both the socialistic (or communistic) and 
bourgeois cooperators consider it only a means. The bourgeois 
cooperators look at cooperation as a means of perfecting and 
strengthening the existing economic regime, while the socialistic 
and the communistic cooperators look at it as a means oi destroying 
the present system and preparing for the socialist or communist 
regime. A middle-of-the-road cooperator again thinks thal the 
nresent-dav cooperatives conceal in themselves the c ntii society 
of the future much in the same way as a seed hears in itsell the 

fruit. 
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CHAPTER XIII 


Cooperative Relationships 


Human relationships are oi fundamental importance in building 
a cooperative economy. Wherever the membership of a consumer 
cooperative consists of people not only with different racial and 
national origins and backgrounds but also with greatly varying 
political, social and religious beliefs and all. lances, the mainte~ 

nance of proper relationships between such heterogeneous elements 
becomes a difficult problem. 

A brief discussion of cooperative relationships therefore >ecms 
not only justifiable but highly desirable in a treatise of the funda¬ 
mentals of consumer cooperation. 


COOPERATIVES AND THE COMMUNITY 

The natural aspiration of a consumer cooperative should be to 
develop finally into a community enterprise, and to become ivcog 
| n ^ zec ^ as suc *h- As all the members of any community are primarily 
and basically consumers, the objectives of consumer cooperate ’ 
<n° matter of what type these may be) should be parallel to or 
Identical with the interests and objectives of th.- wh.de (.immunity 
-provided oi course, that the affairs of the community are not 
conducted he interest of a dominating minority (a* ,, otter, the 
case) but in the interest of all its inhabitants. The larger the oro 
portion of soctally-mtnded individuals in any communitv the mere 

isolated fro,ir,'h';. communuv^fe 1 ‘and e*" 7™"** «“> 

TheanirifPr ih 4 ‘ gent raJ community inte rests 

educational committert^'IttenU.r " " ll ' m ^ rsh ^ committee or an 

directed to the communitv 11 r 11 autl ' (ommiltees should be 

should prominently nartiein f a ' >d * comn>uni «y interests. They 
convince all fab mind. 1 ' ,° comrn,lni ' v affairs and trv to 

for the betterment ,,f n». "’ P ,ha '. COnsumer cooperatives sUnd 

life. Active cooperators should ' 11 f° r a ruh. r 1 .immunity 

leaders. ' ° rs houlfi as P‘re to become real community 

COOPERATIVES AND THE SCHOOI, 

education. In thei°r”eyet'!;ehoo >, f .' n “°“ sIy emphasize the need of 
tors are generally ,. f .l'.’!. ‘VPes arc important Coopera- 


more and better schools. Their 


is 
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to have all schools direct their main attention and effort toward the 
development of better citizens. Better citizens means citizens who 
are warmly interested in strengthening democracy and making it 
work better. It means citizens who are desirous of extending democ¬ 
racy also into our economic life. . . 

Cooperators would like to see our schools inculcate in the 

mind<; of the voung people a sense of oneness of the individual with 
the whole human family, and a definite sympathy for the “under¬ 
dog”_ n ot selfish individualism. Cooperators would also like to 

have our schools implant in the minds of their pupils a willingness 
to work together, a willingness to tackle the big problems of life in 

cooperation with others, not individually. 

The old slogan that “might makes right” is the slogan that 

spells injustice, violence and wars. Voluntary and enthusiastic 
cooperation not only between individuals but between groups and 
nations as well is a necessary prerequisite for the maintenance of 
world peace. The desire of “strong” individuals to completely dom¬ 
inate the lives of others breeds clashes and wars. Such a desire must 
be curbed. It can be curbed best if our schools earnestly encourage 
and emphasize mutual self-help—helping others at. the same time 
vou are helping yourself—which means cooperation. This coopera¬ 
tion must be built on the rockbed of recognition of equal rights 

and equal opportunities for all. . 

So long as the schools in our country do not fully recognize 

and apply these tenets, the cooperatives must conduct their own 
schools—not in competition with the public schools but supplement¬ 
ing them. But cooperators like to see the day, as soon as possible, 
when our public schools cease being breeding places for selfish 
individualism in their approach to our economic life each for him¬ 
self may the devil take the hindmost—and begin to realize the giea 
importance of developing a full and strong democracy not only in 
our political life but in our economic life as well (Each for all ai 
all for each). Selfish individualism and true democracy can neve 

be bedfellows. 

COOPERATIVES AND THE CHURCH 

It has been frequently stated that cooperation is “applied Chris¬ 
tianity.” If the truth of this were generally recognized > 
ministers of the various churches, many more of them wou o a> 
be helping in some way the cooperatives to grow However, ™ 

churchmen do openly come out in favor of cooperation as contrasted 

with profit business, and quite a few are acti\e uoikc s 

leaders in the cooperatives. . i_ 

Cooperators who are church members could very well he p 

make their cooperative known to those church members wio 

some reason do not yet patronize or show any in cies > ' Merest 
cooperative. On the other hand, all cooperators should “ ; 

in the social and welfare work which many of the c ' lurc wise 
doing, and back up such worthy efforts financially ai , 

There is no denying that religion, and probably most of the chuic - 
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that are exponents of religion, exert u goo .1 moral i„fl„. „ , „ 

respective communities. Such Influence Is very desi.al.fe „ ‘, ’ 
Viewpoint of consumer cooperation which advocW 

hood of Man and tries to comply with the hiblicul . shoilatloo that 
we should be our brother*' 


COOPERATIVES AND THE POLITICAL STATE 
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true cooperatives are built “from the bottom up”—provided these 
enterprises are established by a general, free and equal vote of the 
citizens. It is important for cooperators to keep in mind that in a 
political democracy the functions of the citizen and the consumer 
are parallel and often identical. 

COOPERATIVES AND GENERAL FARM ORGANIZATIONS 

The great- bulk of consumer cooperatives in the United States 
have been organized and developed by farmers. In some sections of 
the country the membership of many of the consumer cooperatives 
is mixed; that is, it consists both of farmers and of wage earners liv¬ 
ing in the town or city in which the cooperative is located. 

Such cooperatives practise open membership which is one of 
the most important of all Rochdale policies. 

In other sections of the country the farm supply cooperatives 
are still adhering to the policy of limiting the membership in their 
organizations exclusively to producers of agricultural products or 
rural people in general. This exclusive policy if continued will 
sooner or later put serious limitations to the growth of such coop¬ 
eratives. Therefore, the sooner it is abandoned, the better it will be 
for these cooperatives and for the cooperative program as a whole. 

In considering the question of open membership versus exclusive 
membership, the farmers would do well to think of the following 

four important facts: 

1. That the business results of any consumer cooperative 
(therefore also of all farm supply cooperatives) are proportionate 
to the patronage given to the cooperative: the greater the patronage, 

the greater potentially also the business results. 

2. That the best market for the farmers’ products generally 
is among the wage earners living in the cities and towns; therefore 
the more direct and friendly contact is developed between the farmer 
and the urban wage earner, the more advantagous this will be for 

the farmers. 

3 . Our national economy is rapidly developing to a point 
where full cooperation between the actual producers of both agri¬ 
cultural and industrial products becomes imperative, so as to put a 
stop to or to curb the exploitation of the great masses of the people 
by monopolies and powerful industrial concerns operated for profit. 

4. A cleavage between the producers of raw materials and 
the producers of finished materials is unnatural and anti-social and, 
in the interest of all those who toil, should be done away with. 

Consumer cooperatives that practise open membership provide 
a splendid vehicle for the socially and economically essential coop¬ 
eration between the farmers and industrial workers. There are many 
cooperatives in operation in the United States today in which fann¬ 
ers and urban wage earners are harmoniously and successfully 
cooperating for their common good. And, fortunately the number of 

such cooperatives is on the increase. 

Farmers need their general farm organizations just as the indus¬ 
trial workers and wage earners need their trade unions. But in their 
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attitude toward consumer cooperation they should learn from 
the experience of the railroad workers. In many localities in the 
United States members of railroad brotherhoods organized years 
ago eir own cooperative store, with an exclusive membership (only 
mem ers of the union could become members of the store). Almost 
without an exception these cooperatives have passed out of exist- 
ence. The few that survive today are those that were wise enough to 

Th P f ^ and 3CCePt 311 consumers in their locality as 
members. The farmers, too, would do wisely to accept this policy 

of open membership. Doing this does not mean that they need to 

“.Xiv.T„ b r' , ‘ p « 

I h ? Ur countr - v has s,lU to see the day when the farmers and the 
industrial workers each have only one national union Before that 

takes p ace, they will all have an opportunity to "oin consumer 
cooperatives which welcome them both with open arms. 

COOPERATIVES AND TRADE UNIONS 

As the great majority of the people of the United States now live 

“V th ® f lties ’ and as our Productive and distributive industries engage 
several times more people than are occupied in farming the question 
of interesting organized labor in throwing their support to the 

^rcou„t Param ° Unt imP — »n«S^ 

Both national federations of trade unions (AFL and CIO) have 
at SCVe ? 1 ° f ^eir congresses gone on record as favorht con'sumer 
i^opera ves. any resolutions have been passed to this effect at 

Ire^ofXcnn^ ith , in th T e last 25 years - At the third biennial con- 
gres of The Cooperative League, the late Mr. Stone the then nre«d 

dent ot the Brotherhood of Railway Engineers n u ■ P eS . 1- 

one of its sessions. The late Mr. McNamee editor of “ 

Railroad Trainmen, was a great friend of the cooperatives For ™ 
years he maintained a section for consumer cooperation in hu 

PaPe u seems e t d ha S tThe al tra f d the C °° PeraUve congresses, etc. 

wage d^utes a*nd the like^thaMheir leader^scff T S ‘ rikeS ' 

time to give much attention .1. leaders so far have found little 

in many localities the rank and fi 1 coo Peratives. It is true, 

given good , , „ , and ! lle of the ,rade members have 

have even taken a \ / existing cooperative, and in some cases 

However, there is no indica’tfon "as yef^thatThe’"trad ‘ aintaining one ' 
consider oroaniyina ‘ T tnat the tiade unions would 

® consumer cooperatives in thn 

importance and would rcallv 4 * \ lhe Clties of m ajor 

Perhaps the realization that ^ & istlong for organizing them. 

built in cities onlv thr 1 f successful consumer cooperatives can be 

zational efforts have restrained P31 ? stakl . ng educatlonal organi- 
any more determined sunnort r ft, e union lead ers from throwing 
probably has been that th* , t0 cooperatives. Another reason 

cooperatives in the incmient t^ th # t k 3 * 1 be obtained thr « retail 

*“*»• and therefore 1 noThnpre^fve. ‘ heir 3re 
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Cooperatives and cooperators on the other hand should consist¬ 
ently support everywhere the efforts of trade unionists to get all 
the workers organized, and to obtain decent wages, hours and work¬ 
ing conditions for them. Consumer cooperatives should take the lead 
among all business institutions in their respective lines not only in 
recognizing the union but in establishing the best possible conditions 
and terms for their employees. A policy of that kind, if consistently 
followed, will help attract to the cooperatives the best and most 
efficient, type of employees, and such a policy will pay for itself 
well in the long run thru the cooperatives’ obtaining more intelligent 
and more loyal workers, and thru the increased efficiency of their 

work. 

COOPERATIVES AND OTHER SOCIAL MOVEMENTS 

In our present complex social and economic system there are 
several movements which have more or less thoro-going social 
reforms as their objective. Cooperators everywhere should study 
those movements, their aims and objectives, and should take a fair 
and open-minded attitude toward them. Nothing in this living world 
is perfect. On the contrary there is much that is still pathetically 
imperfect. Our present-day social problem is immense, and not easy 
to solve satisfactorily. Therefore, cooperators should avoid taking 
the stand that the efforts of these other social movements are no 
concern of theirs. Their very existence proves that there is a cause 
for them and there should be room for them all if they have 
something constructive and worth-while to contribute either in ideas 
or deeds. Cooperators should welcome those contributions and, 

wherever possible, make use of them. 
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CHAPTER XIV 


Appraisal of Consumer Cooperation 


It seems proper, in concluding this treatise on consumer coop¬ 
eration, to make an appraisal of its claims to superiority as com¬ 
pared with ordinary profit business, of its apparent limitations, and 
of the economic and historical reasons for its slowness in taking 
root here in the United States. 


COOPERATION’S CLAIMS TO SUPERIORITY 


According to an excellent analysis given by Professor Colston 
E. Warne in his book ‘The Consumers’ Cooperative Movement in 
Illinois, the cooperative movement bases its claims to superiority 

<as compared with ordinary profit business) upon the ability of 
well-developed cooperatives: 


< 1) to minimize industrial fluctuations thru adjustment of out¬ 
put to current demand; 

(*.) to stabilize employment thru a steadier flow of goods; 

(3) to eliminate many competitive expenses now necessary to 

•secure a grip on the consumer,” such as excessive advertising and 
selling on consignment; 

(4) to eliminate vast wastes such as the excessive number of 
competing retail stores, competing delivery systems, and idle clerks; 

(5) to eliminate many of the motives of fraud, such as adulter¬ 
ation, short-weighing, mislabeling, and “puffing” of articles for 

sale; 


(6) to eliminate the pressure of salesmanship which creates 
vast social losses by directing social energy to the production of 

articles for which little need is felt once the articles are taken off 

the market; 

i n to eliminate much of the attempt to “make business” thru 
stimulating decorous waste; 

(8) to eliminate the possibility of capitalistic monopoly since 

2* “operative offers an alternative channel of distribution in 
w-hieh the profit motive does not exist; 

<9) t0 r f d , uce the risks involved in an undertaking because of 
the superior ability of the cooperative to judge demand; 

_ . , , to ln * ure the employment of labor under fair conditions 
and to lessen the motive toward exploitation; 

indn!iV„ f '° substitute a Poetical education in democratic control of 
dealer ^ ^ lgnorant distrust of ‘ h e “private” (profit seeking) 
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(12) to bring belter financial habit* to uorkm by enoour*j|j\|:■ j 
ca&h payment* and *timulat)ng individual aaving; 

< 13 > to eliminate the great wa*te of lime involved in the 
modern habit of "shopping around 

(14) to encourajk** accuracy in accounting and opennea* in bum* 
ness dealings 

LIMITATIONS OF CONSUMER COOPERATION 

In analyzing the limitations of consumer cooperation (particu¬ 
larly here in the United State*) Profej^»r Warne points «»iit that 
it i 5 claimed by its critic* that consumer cooperation is limited! | 

(1) by it* failure to attract competent leaders, | 

(2) by the “trustification ‘ of modern industry; 

(3) by the narrowing of retail margins with the severe com¬ 
petition of present-day retailing; -i ’m. 

( 4 ) by the lack of interest of worker* in democratic control; 

and 

(5) by the larger possibilities of alternative method* of social 
reform. 

It is evident, however, that consumer cooperation ha* ix-eri able 
in every country to attract competent leaders. Otherwise it could 
not have been so successful as it has been for instance in Great 
Britain, in Sweden, in Switzerland and in many other European 
countries. Up to the time Prof. Warne w r roto his bonk (1928 j con¬ 
sumer cooperation had not been very successful in this country, but 
the main reason for this was to be found in the fact that the social 
conditions in the United States had not yet developed to a point 
where a pressing economic need for such a movement would have 

generally existed here. 

It may be true that the “trustification” of modern industry and 
modern business in the United States will make it harder for the 
consumer cooperatives here to gain ground than has been the case in 
most European countries. However, we can develop our own ‘ coop¬ 
erative chains” in the United States, to successfully compete with 
capitalistic chain-store systems. And by developing unity among 
our cooperatives and relying on the public interest and sympathy- 
which will be kept constantly alive and Intensified by such inherent 
contradictions in the capitalistic system as the recurrent periodica! 
business depressions—we can be sure of being able to recruit e^er 
new* forces and additional strength to our cooperative*. ^Jj 

The narrowing of retail margins w ith the severe competition of 
present-day retailing has not prevented cooperatives such as the 
Cloquet Cooperative Society and many others, from operating their 

business successfully. . . , 

The operating expenses of the Cioquet Cooperative Soci- J 

(now doing more than $1,300,000 business annually) for several 

years before the War w’ere less than 1255: of their sales, while mo** 

chain store companies in the United States show a higher expcmc 
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The lack of interest of workers in democratic control may be 
overcome in this country, as it has been overcome successfully in 
other countries, by intensive education in Cooperation. The ever 
more apparent breaking down of the capitalistic system will create 
a fertile field for such cooperative education. 

Other alternative methods of social reform may at times offer 
“larger possibilities” of accomplishing results, but the results 
accomplished by consumer cooperation are concrete and stable 
and any results obtained by such alternative methods of social 
reform as political or trade union action are more likely to help 

increase the possibilities of consumer cooperation than to hinder 
its growth. 


SLOW GROWTH OF CONSUMER COOPERATION IN U. S 


In the International Dictionary of Cooperation” compiled and 
edited by Professor V. Totomianz in Berlin, Germany, in 1928, the 
late Agnes D. Warbasse discussed the reasons for the slow growth of 

consumer cooperation in the United States. In her article <;he set 
forth the following reasons: 

1. In this vast land of opportunity there have been unbounded 
possibilities for individual achievement. In America until quite 

recently personal success by individual effort has been possible for 
almost all of its citizens. 

2. Poverty is so overshadowed here by obvious wealth that 

the escape from poverty has always seemed a possibility which has 

led the people to expect, somehow, to share in the prosperity that 
surrounds them. 


3. The United States is the land of the great god “Business.” 
The laws as well as the public psychology are adjusted to the profit¬ 
-making system. Each man, instead of uniting with his fellow work¬ 
ers, is out for himself, independently, in chase of the Almighty 
American Dollar. This independence and this individualism in the 
competitive struggle of American industrial life is directly opposed 
to the methods and the spirit of cooperation 

. T . he Abating population of the United States makes the 

growth ot consumer cooperation difficult. People with migratory 
habits and an unsettled state of mind as to a permanent habitation 

eratWe soctefy* 0 W “ h the ‘ r neifihbors and for m a stable coop- 

.f" ;t p Ur Population is composed of many nationalities. We have 

backarounri"^ t Ju ° ne language and which has a united 

ground of tradition and customs. Naturally this prevents unitv 

and solidarity, two fundamentals for the success of cooperation 

tivp info^T- t0 19 ] 6 f no nati °nal central organization for coopera- 

States PeTnll 01 \ an coo Perative guidance existed in the United 

ties had to Jt th Were ‘"‘ erested in organizing cooperative socie- 

without assistance l i hem Wlth ° ut P r °P er cooperative education and 
ut assistance in cooperative organization. 

rea S nnfJ a .t na , med reaS ° n Mrs ’ Warbasse calls “perhaps the chief 
o the slow progress of cooperation in the United States.” 
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Prof«*i»or w §m<- duicu ^>>K tJx • 1 ? 1 * * i iin hi* * ><M K, 

The Consumer*' Cooperative Movement in Illinois”) *•>’•: 

Pioneer America lacked the Europeans' regard for small 
economies the immobility of population, the spirit of ela** cun. 
sciou-m*" Not. indeed. until the wage system had well emerged 
and labor organization* had become »trong did effort* toward con- 
sumi rs cooperation become aigmficant. Even today the vigor of the 
European movement* ha* not been typical of American organise 

tions ” „ ^ 

(Nobody can deny to-day that consumer cooperation in the 

United States shows remarkable virility, and is progressing by leaps 
and bounds.) '.jg 

ATTEMPTS TO SPEED UP THE SLOW GROWTH 

Mainly from 1910 to 1920 several attempts were made by over- 
enthusiastic and poorly informed individuals and groups in various 
parts of the United States to build consumer cooperatives faster 
All of these attempts w T ere doomed to failure. Not les.* than five 
cooperative wholesales (one of them on a national scale) were 
launched during this period, and every single one of them failed. 

In Minnesota the Right Relationship League advocated ceiWin 
modifications to the original Rochdale principles and methods This 
league was controlled and virtually owned by three individuals, all 
residing in Minneapolis. A number of local cooperatives (most of 
them intended to be county-wide in their operations) were organized 
bv paid emissaries of the League. A wholesale was opened in 
Minneapolis in 1910 but lasted only six months Of the numerous 

county-wide cooperatives organized around 1910 very few if any 

* 

remami. ^ th{ . same dec ade similar or kindred attempts were 

made in Pennsylvania. Illinois and California Three regional who.*- 
sales were organized, the last of which folded up in 1926 . The]pre¬ 
mature national cooperative wholesale which was launch.^ m 
Chicago in 1920 and which failed to get the endorse me r 
Cooperative League of USA. went into bankruptcy within twe 
Adventures like the Harrison-Parker enterprises in Chicago *nd th 
Leighton “Cooperatives” on the Pacific coart deviated «mu^ from 

the Rochdale principles and practises that they f 

rla^sified as fake cooperatives. Large numbers of people lost m ,i*y 
tn the Harrison-Parker swindle, and turned sour on the whole .de* 

of mpts are often referred to in the cooperative l.terature 

as “American Rochdale Cooperation.” One ,he ^^rati*« 
ihi^ te-pe of cooperation is that it proposed to build c«K»pCTati 

“from the top down ’ rather than “from the bottom up !oh 

lowing this American Rochdale plan would the 

before the retail cooperatives themaelves were ready , i ^ n t 

responsibility of organizing it or even before there . h * 

number of retail cooperatives in operation in the area to ..Uppon 
wholesale thru their patronage. >, I 
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The advocates of American Rochdale Cooperation would also 
want to organize the retail stores as branches of the wholesale, to 
be owned and operated by the latter, while according to the genuine 
Rochdale plan the retail stores are to be independent units owned 
and controlled by the local cooperators, and the retail* cooperatives 
in turn are to own and control the wholesale. 

A relatively recent modification of the original American Roch¬ 
dale plan (which as such had proved a complete failure) has con¬ 
sisted of organizing retail stores at the behest of a wholesale 
giving the local people only partial control over the retail unit, the 

wholesale retaining the main control, supposedly as a temporary 
measure. . 

, The adv °cates of American Rochdale Cooperation were actu- 
ated m their attempts by a belief that in the United States, where 
capitalistic business is strongly centralized, consumer cooperatives 
cou d not be successfully built from small beginnings thru a slow 
evolutionary and educational process, as had been done for instance 
in Great Britain. You must, in their opinion, start something on a 
big and impiessive scale, something that will develop fast, as other¬ 
wise it will not appeal to the American public. 


THE SITUATION HAS CHANGED 

It is needless to say that since 1928 (the year in which Mrs 
Warbasses article was published) the economic situation in the 
United States has materially changed. There are no more 
unbounded possibilities for individual achievement” for the masses 
of people in this country. Poverty is no more “overshadowedTv 

tr V1 +°^ S K We ^ lth ' i° the same extent as before, as during the pro- 

tracted business depression occurring in the last decade ( 1930 ^ 40 ) 

mi ions of people were chiefly depending on relief. Of course a 
great deal of the individualistic psychology is still there but an 
increasing number of American workers and farmers have’ been or 

are being thoroly disillusioned. 11 or 

Besides the population in this country has become much less 
fluctuating than what it used to be in the past. Conditions have 
become very much the same all over the country so far as employ 
ment, wages, etc are concerned. Therefore, a working maT ^ a 
rule no longer benefits to the same extent by moving fror^ one 
locality or one state to another as he may have done in the pa^t 

wTi e Passing of laws wh *h restrict immigration very 

Statens ranidlv U h Stl0n - 0f nat J onalities and languages in the United 
States is rapidly becoming of less importance. The alien element 

emg gradually assimilated and, with the avenues for new immi¬ 
grants coming into this country being strictly limited it is only a 

wi^be^entirely 6 overcome^ ° f a^d languages 

m v f ry im Portant for the student to note that the economic 

since 1 1928 * thaT U f mted have chan S ed so thoroly, particularly 

develoninsr’ m 1 favC J rable f °undation for a successful and rapidly 
de\ eloping consumers’ cooperative movement has been created in 
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